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Only Ten Days 


not completed their proposal form. 


The unexpected invariably happens. 


you now. 


AND AT MANCHESTER, PARIS, 


after receiving a quotation for an Indemnity Insurance a Scottish firm of 
Accountants was faced with a claim—their first in 30 years—and they had 


WHAT A COSTLY TEN DAYS! 


If you have not insured let us quote 
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and Omissions is comprehensive, retrospective and inexpensive. 
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At the Examinations of 
THE INSTITUTE OF CHARTERED ACCOUNTANTS 


MAY 1955 
FOULKS LYNCH CO. LTD. 
ALL THE FINAL HONOURS 


38 out of 42 INTERMEDIATE HONOURS 


Over 80 per cent of the successful Institute candidates and 57 per cent 
of the successful Society candidates were pupils of the Company 


Apply for Syllabus of Tuition to the Secretary 


80A COLEMAN STREET, LONDON, E.C.2 


Telephone: MONarch 2487 


COMPANY 
FORMATION 


FOR SERVICE AND SATISFACTION 


you cannot do better than use one of 
the five DAVY COMPANY OUTFITS 
coupled with the DAVY SERVICE for 
your next company formation. 
Write for full details and a draft copy of 


Memorandum and Articles of Association, 
settled by Counsel, to: 


CHAS. DAVY & CO. 


LIMITED 
Company Registration Agents 


Head Office 
3-11 PINE STREET, LONDON, ECl 
Telephone Terminus 6267 (5 lines) 


City Branch 
ll MASON’S AVENUE, LONDON, EC2 


CHRISTIE & CO. 
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REGIONAL. ESTATE OFFICES: 


London & Home Counties 


7 BAKER STREET, W.1 
WELseck 0022* 


Hampshire & S.W. England 


JACEY HOUSE, 
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Devon & West Country 


ST. STEPHEN’S HOUSE, 
CATHERINE STREET, EXETER 
EXETER 59371* 


INSPECTIONS AT SHORT NOTICE 


*Private Branch Exchange 
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Companies in 1954 £4,156 million, compared with £4,062 million in 1953 and 


THERE HAS RECENTLY been great activity in the registra- 
tion of new companies. During 1954, the number regis- 
tered was more than in any year since 1948—15,855, 
compared with 13,329 in 1953. However, the average 
new company was somewhat smaller measured by its 
nominal capital, for the total nominal capital of all new 
companies registered during 1954, at £77.1 million, was 
nearly 12 per cent. less than in the previous year. 

The new companies were nearly all private ones. 
The decline that has been in progress for some time in 
‘the number of public companies with a share capital 
continued during 1954. At the end of that year there were 
11,348 such companies on the register, compared with 
11,444 a year previously and 13,920 at the end of 1939. 
The total paid-up capital of these companies in 1954 was 


£4,117 million in 1939. In contrast to the trend in the 
number of public companies, private companies con- 
tinued to increase both in number and in capital. Those 
with a share capital totalled 269,226 at the end of 1954, 
compared with 258,825 in 1953 and only 146,735 in 1939. 
Their paid-up capital was £2,433 million at the end of 
1954, £2,350 million in 1953 and £1,923 million in 1939. 

During the year 1954 there were 5,800 names of com- 
panies (the same total as in the previous year) submitted 
for registration and refused by the Board of Trade, some 
86 per cent. of the refusals being because of similarity 
with names already registered. 

This information, with many other statistics, is given in 
the Companies General Annual Report for 1954 (Her 
Majesty’s Stationery Office, price 1s. 6d. net). 
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Interim Company Reports 
LORD CHANDOS Is president of the 
Institute of Directors. He is also 
chairman of Associated Electrical 
Industries Ltd. Some months ago the 
Institute of Directors publicly at- 
tacked Sir John Braithwaite, chair- 
man of the council of the London 
Stock Exchange, for advocating the 
issue by companies of interim reports. 
Last month, Associated Electrical 
Industries issued a statement showing 
the profit, value of output and orders 
received for the first half of 1955, 
with comparable figures for the same 
period of 1954 and for the second 
half of that year. We like Lord 
Chandos better as chairman of his 
prosperous electrical group than as 
president of his flourishing Institute! 
Another pleasing sign that events are 
running against the Institute, and 
with Sir John Braithwaite, on this 
particular question is that a number 
of other large industrial concerns, 
among them Jmperial Chemical In- 
dustries, are also issuing interim 
reports. 

The widespread oversea interests 
of these large companies do not pre- 
vent them from producing short- 
period statements, but certainly some 
smaller concerns with figures to be 
collected from abroad might well 
find themselves unable to report 
more often than once a year. The 
advocates of interim reports admit 
that this difficulty exists, as they 
admit that for concerns engaged on 
long-term contracting, even annual 
“rests” in the accounting create 
problems enough. There seems to be 
less substance in the objection that 
interim reports of companies with a 
seasonal business would be mislead- 
ing: figures for a comparable period 
in the previous accounting year could 
usually be given, and an accompany- 
ing narrative could contain any 
explanations needed. The interim 
statement of Associated Electrical 
Industries gave reasons (not seasonal 
ones) why the profit figures shown 
were not entirely comparable. 

Members of the Society of Incor- 
porated Accountants who attended 
the recent Cambridge course had 
some informal discussion on this 
topic of interim reports and on the 
question whether they should be 


audited. One important point made 
was that the practice of issuing 
fairly frequent statements might 
promote an improvement in- the 
accounting or even in the manage- 
ment methods of some businesses. 
We were somewhat surprised and 
disappointed to find that a member 
who argued that the best practice 
would require interim statements to 
be audited did not obtain much 
support in the discussion. We join 
with him in thinking that the public 
will increasingly look to the auditors 
of a concern to say whether the 
interim reports give a fair and true 
view. 


Inquiry into Bankruptcy Law 


THE PRESIDENT OF the Board of 
Trade, after consultation with the 
Lord Chancellor and the Attorney- 
General, has appointed a committee 
with the following terms of refer- 
ence: 

To consider and report what 
amendments are desirable in (1) the 
Bankruptcy Acts, 1914 and 1926, 
more particularly in regard to the 
provisions relating to the discharge 
of bankrupts; and (2) the Deeds of 
Arrangement Act, 1914. - 

The chairman of the committee is 
Judge Blagden, joint Judge of West- 
minster County Court. Mr. C. E. M. 
Emmerson, F.C.A., is a member. The 
secretaries are Mr. B. E. P. Mac- 
Tavish and Mr. C. Roy Waterer, 
Board of Trade, Lacon House, 
Theobalds Road, London, W.C.1. 


The Accountant and Management 

THE DEFECTS IN the accountant’s 
contribution to management were 
given as four by Mr. W. F. Edwards, 
F.S.A.A. (a member of the Council of 
the Society of Incorporated Account- 
ants), opening a discussion at the 
recent course at Cambridge Uni- 
versity. The accountant often failed 
to make his full contribution by 
adequately analysing the accounts 
and presenting the underlying facts: 
the analysis and interpretation must 
be quite different from that of the 
familiar trading account or profit and 
loss account. Regrettably, Mr. Ed- 
wards said, he had to add that 
accountants often did not set out to 
“sell” such services to management 


and some did not do so because they 
could not perform worthwhile ser- 
vices. Again, there were some ac- 
countants who did not set about the 
job of learning how to render ser- 
vices to industry because they had 
doubts whether industry would meet 
the bill. Others did not wish to take 
on responsibilities additional to those 
they already carried. The ordinary 
accountant merely said “‘we have an 
operating profit of 10 per cent.”’: the 
management accountant said “half 
our sales yielded 20 per cent. and 
half yielded zero per cent.” 

Mr. Edwards, as opener of the 
discussion, was no doubt being 
deliberately provocative and Mr. J. A. 
Jackson, F.C.A., F.S.A.A. (also a mem- 
ber of the Council of the Society), 
who replied, did so in similar vein. 
There was, he said, much self-con- 
scious talk from management these 
days. The accountant was called upon 
to tell the management the questions 
it should ask, the answers to the 
questions and what was to be done 
about them! What was left for the 
managers to do? The test of time and 
of events showed how valuable to 
industry the accountant had proved. 
Thirty years ago, there was often no 
accountant on the staff of a business: 
now it was rare for there not to be 
one on the Board. There was no sign 
of any diminution in the membership 
of the Society or in the demand by 
industry for the services of its 
members. If the work of an account- 
ant in an industrial concern was un- 
satisfactory, the reason was probably 
because the basic accounting was on 
the wrong lines. How many con- 
cerns, for example, had efficient 
systems of stores accounting? 

Sir Richard Yeabsley, C.B.E., F.C.A., 
F.S.A.A. (Vice-President of the 
Society), who was in the chair, said 
that it should be remembered that 
“management” was not only the 
Board or the person to whom the 
accountant produced the data. The 
accountant must look to and serve 
the entire range of people playing a 
part in the management of the con- 
cern. Many accountants probably 
produced too many figures for the 
directors and not enough interpre- 
tation of figures, either for the Board 
or for others interested in the 
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business, though the accountant’s 
necessary lack of expert technical 
knowledge was an _ unavoidable 
limitation. Income tax had become 
such an important part of the 
accountant’s job—and in quite 
recent years—because he had made it 
abundantly clear that he could best 
do this work: the question Mr. 
Edwards had asked was: “is the 
accountant equally convincing on his 
ability to give management services?” 

In the discussion it was argued that 
taxation work was in a different 
category from management, for the 
salient reason that clients were 
readily persuaded that they saved 
money if their tax affairs were 
efficiently conducted, but could not 
easily see that they would save per- 
haps even more if, for example, their 
stock records were in order. Taking 
up this point, another member said 
it was a question of salesmanship; 
the accountant must find ways of 
demonstrating to management that 
there was a cash return from applying 
his practical knowledge within the 
business—as in direct labour control. 

Evidence of the failure of account- 
ants to give management the neces- 
sary service was seen by one member 
to lie in the growth of firms of 
industrial consultants. He thought a 
main reason for this growth was that 
they had engineering knowledge at 
their disposal. But the suggestion 
that accountants ought to become 
knowledgeable in engineering did not 
seem to find favour in the meeting. 
One speaker ascribed the success of 
industrial consultants to their being, 
able to advertise: often they merely 
suggested, for high fees, steps that 
had been put forward for years by 
the auditor or accountant, but the 
industrial consultants were forceful 
in “selling” the suggestions. It was 
pointed out, however, that among 
members of firms of industrial con- 
sultants there were invariably ac- 
countants. 

On the one hand, it was thought 
that there were indeed shortcom- 
ings in the accountant’s contri- 
bution to management but that the 
prime reason for them lay, not in the 
accountant’s inability to render 
greater service to businesses, but in 
his comparative failure to convince 


management of what he had to 
offer. On the other hand, it was 
pointed out that some members of 
the public thought that the account- 
ant’s share in the management and 
control of industry was already 
excessive. 


Advisory Committees on the Com- 
panies Act 

EARLY IN 1948 the then President of 
the Board of Trade appointed two 
committees to advise him on matters 
arising in the administration of the 
Companies Act. 

The first, the General Consultative 
Committee, is now constituted as 
follows: Mr. H. Beer, Companies 
Department, Board of Trade (chair- 
man); Mr. W. B. Beard, 0O.B.E. 
(Trades Union Congress); Sir John 
Braithwaite (chairman of the Stock 
Exchange, London); Sir Samuel H. 
Brown (Messrs. Linklaters and 
Paines, Solicitors); Professor A. L. 
Goodhart, K.B.E., Q.C., D.C.L., LL.D.; 
The Rt. Hon. Lord Heyworth 
(chairman, Lever Bros. and Unilever 
Ltd.); Sir Harold Howitt, C.B.E., 
D.S.0., M.C., F.C.A. (past president of 
the Institute of Chartered Account- 
ants in England and Wales); Mr. 
S. L. Lees, M.v.o. (Treasury); Mr. 
E. H. S. Marker, c.B.; Mr. Bertram 
Nelson, F.S.A.A., J.P. (President of the 
Society of Incorporated Accountants 
and Vice-President of the Association 
of British Chambers of Commerce); 
Mr. Alfred Read, C.B.E., F.C.1.S.; and 
Mr. Granville Tyser (director, 
Lazard Bros. & Co. Ltd.). The 
secretary is Mr. P. S. Preston, Board 
of Trade. 

The other Committee is the 
Accounting Advisory Committee. 
Sir Russell Kettle, F.c.A., who was 
its chairman, has resigned on his 
retirement from practice. Another 
member, Mr. F. G. Wiseman, 
F.A.C.C.A., has also resigned and the 
regretted death occurred recently of 
another, Mr. J. C. Burleigh, c.a. 

The President of the Board of 
Trade has now appointed Sir Thomas 
Robson, M.B.E., F.C.A., aS Chairman 
of the Accountancy Advisory Com- 
mittee, and three new members. The 
membership of the committee is now 
as follows: Sir Thomas Robson, 
M.B.E., F.C.A., past President of the 


Institute of Chartered Accountants 
in England and Wales (chairman); 
Mr. E. Cassleton Elliott, cC.B.E., 
F.S.A.A., past president of the Society 
of Incorporated Accountants; Mr. 
C. I. R. Hutton, B.A., C.A.; The 
Rt. Hon. Lord Latham, K.ST.J., 
F.A.C.C.A., J.P., past President of the 
Association of Certified and Cor- 
porate Accountants; and Mr. W. H. 
Lawson, C.B.E., member of the Coun- 
cil of the Institute of Chartered Ac- 
countants in England and Wales. 
The secretary to the committee is Mr. 
B. E. P. MacTavish, Insurance and 
Companies Department, Board of 
Trade. 

The terms of reference of the com- 
mittee are “To consider matters 
arising from the provisions of the 
Companies Act relating to accounts 
and to advise the Board of Trade 
thereon.” 


The Student’s Columns 

SOME YEARS AGO we fulfilled one of 
our ambitions when the paper short- 
age eased and some limited space in 
this journal could be devoted to 
students. In filling it, we have acted 
in the belief that, given the restric- 
tion on the number of our pages, it 
was in taxation rather than general 
accountancy subjects that we might 
be able to extend to students help of 
the kind not usually found in the 
text-books. While, however, there 
has been gratifying evidence that the 
taxation articles have been well 
received and have served their pur- 
pose, we have never felt entirely 
happy at ignoring the other subjects. 
We are therefore glad that starting 
with this issue it is possible for us to 
have, certainly most months, two 
articles in the student’s columns, one 
on taxation and the other on another 
subject within the examination sylla- 
buses. Any suggestions from students 
for topics to be treated in the new 
series of articles will be welcomed. 


Auditing from Inside the Business 
TO ASSESS THE place of internal 
auditing in management control and 
to make its potentialities better 
known was the purpose of the latest 
study of the Technical Research 
Committee of the Association of Cer- 
tified and Corporate Accountants. 
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The booklet, issued by the Asso- 
ciation at 2s. net under the title The 
Modern Approach to _ Internal 
Auditing, first traces how the work of 
the internal auditor has expanded to 
embrace the appraisal of business 
methods, organisation and _ tech- 
niques. It then discusses in some 
detail the dual functions of the in- 
ternal audit as an instrument of 
management control and as an 
extension of the statutory audit. It is 
emphasised that in management con- 
trol the internal auditor should 
ensure that the policies of the man- 
agement are effectively applied. The 
authors think it is essential that the 
internal auditor should examine the 
accounting information supplied to 
the management to ensure accuracy 
and uniformity. 

The better-known function of the 
internal auditor in carrying through 
a detailed check of records and pro- 
tection against fraud is examined. 
His relationship to the statutory 
auditor is also discussed: close 
co-operation is necessary in the 
interests of the business. The internal 
auditor can greatly assist the statu- 
tory auditor in stock valuations and 
by forwarding regular reports on all 
matters which might concern him. 

An outline of a programme for the 
internal audit is divided into three 
broad parts: first, the appraisal of 
management control; second, the 
conduct of frequent audits; and, 
third, special investigations of vary- 
ing types. 

Other topics dealt with in the 
pamphlet include the internal audi- 
tor’s qualifications, training and 
responsibility in the hierarchy. 

The Association is to be congratu- 
lated on a most useful contribution, 
written in a practical vein and with 
sympathy for the problems of per- 
sonal relations with which the sub- 
ject is beset. 


Membership of Society—Time Limit 
THE ATTENTION OF candidates for the 
examinations of the Society of In- 
corporated Accountants is directed 
to the new bye-law 27 recently 
approved by the Council of the 
Society. It reads as follows: 

All articled clerks and bye-law candi- 

dates seeking admission as members 
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of the Society must have successfully 
completed the Society’s Final Exam- 
ination and qualified themselves to 
apply for admission under bye-law 
24 within a period of five years. from 
the date of completion of their service 
under articles or approved service (as 
the case may be), provided that the 
Council may in special circumstances 
extend the said period of five years. 


Keeping the Farm Books 

AT A SHILLING a time, the accountant 
might well present his farmer-clients, 
apart from the most accounting 
conscious of them, with copies of 
Farm Book-keeping, now issued in 
a revised edition by the Stationery 
Office. 

Farmers who do not keep a full 
set of books would certainly much 
ease the task of their professional 
accountant if they followed the 
admirable guidance to be found in 
this small publication. It is particu- 
larly well set-out and a wealth of 
lucid examples help to engage the 
interest of the non-professional 
reader, and to simplify a difficult 
subject. 

A main objective of the booklet is 
to assist the farmer to complete 
Inland Revenue form 79D (repro- 
duced in an appendix). Properly 
filled in, this form provides the 
Inspector of Taxes with all the in- 
formation he can reasonably wish 
for, with the exception of personal 
drawings and the movements in the 
capital account. Since questions so 
often arise concerning these items, 
their omission from the form appears 
to be unwarranted. One section of 
the form is devoted to home con- 
sumption—a glance at the items 
should give the practising accountant 
the reason why Inspectors of Taxes 
frequently refuse to accept the figure 
claimed for home consumption and 
ask for information on how it is 
arrived at. : 

There is a list of the farmer’s 
possible receipts and payments and 
if it were not for the overlooking of 
the important item of the cereal 
deficiency payment, the list would 
have been a comprehensive one. 
Some explanatory notes on the topic 
of the deficiency payment would also 
have been in place. 

Some practising accountants may 
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find that the schedule given in the 
pages devoted to capital allowances 
forms the basis of a better system 
than the one they are now using. Two 
important items of farm machinery, 
the pick-up baler and the combined 
fertiliser and seed drill, appear to be 
grouped with “other machinery” 
ranking for a wear and tear allow- 
ance of only 10 per cent. per annum. 
Considering the functions of these 
machines one would think that an 
allowance of 20 per cent. per annum 
would be justified. The information 
on the investment allowance may be 
outside the scope of most farmers 
but practising accountants will find 
it a useful aide-memoire. 

Brief attention is devoted to the 
“herd basis” for tax computations. 
Considering the general readership 
intended for the booklet—though, as 
our notice may suggest, more 
specialised readers could with ad- 
vantage have a copy by them—and 
the detailed records required to 
operate the herd basis, the subject 
might with advantage have received 
no more than a passing reference. 


Which Lecturer do you Listen to? 

“IT SURELY CANNOT be disputed, on 
the record of the iron and steel 
industry over the past twenty-five 
years, that the accountants associated 
with it have done a magnificent job 
of work. . . . I have seen them work- 
ing in a full and friendly partnership 
with the technicians and engineers 
employed with them, and I say 
quite categorically that such a part- 
nership provides us with the best of 
both worlds—the caution and sure- 
footedness and realism of the ac- 
countant coupled with the technical 
brilliance of the steel expert. ... An 
accountant, pure and simple, does 
not make a good industrial or com- 
mercial leader if he lacks all technical 
experience of the industry concerned, 
at least broad knowledge of economic 
and financial trends and, possibly 
above all, the capacities of leader- 
ship, the ability to inspire, the 
readiness to get down to the prob- 
lems of human relationships. But in 
my experience, accountants who have 
gone into industry and commerce 
quickly develop these other attri- 
butes.",—-Mr. Harold E. Wincott, 
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Editor of The Investors’ Chronicle, at 
the annual conference of the Asso- 
ciation of Certified and Corporate 
Accountants. 

“In the training of candidates for 
the highest management, technologi- 
cal and engineering posts, greater 


emphasis should be placed on 
scientific work and its application to 
practical developments. When ac- 
countants, lawyers and people of 
that ilk were at the head of affairs 
they were not ready to experiment on 
new technical processes or competent 
to understand the jargon of the new 
discoverer, but had to seek the 
decision of a committee.”—Sir 
Frederick Handley Page, as reported 
in an address to the Conference of the 
British Association for Commercial 
and Industrial Education. 


When Piecework Creaks and Falters 
UNLESS THE PRODUCTS of a business 
are quite simple and the production 
methods straightforward, piecework 
may become a patchwork, by the 
grafting on of special allowances, 
often arbitrary ones. Again, it is 
sometimes difficult to assess a fair 
rate for a particular job that has been 
handed to a pieceworker, or it may 
not be worth the trouble of calcu- 
lating a rate if it is an odd job—the 
ratefixer may then merely fix a rate 
by analogy with similar work. It is 
also not at all unusual for the piece 
rate to be fixed by subterfuge, so to 
speak, the weekly earnings that are 
thought to satisfy the worker being 
simply converted into piecework 
terms. To such mechanical defects 
of the piecework system, met from 
time to time by most accountants, 
there is to be added the drawback of 
principle that if pieceworkers and 
dayworkers are working together 
disproportionate earnings between 
them may cause friction. 

In a paper with the title An Alterna- 
tive to Piecework, read to the recent 
conference of the Institute of Cost 
and Works Accountants, Mr. Ivor 
B. Cooke, F.C.W.A., gave the case 
history of how one concern, realising 
the shortcomings of its orthodox 
piecework system, set about remov- 
ing them and finished with a com- 
pletely new scheme for paying wages. 
The scheme was one of merit 
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bonuses based upon point ratings, 
equally loaded under these heads: 
sense of responsibility, output, initia- 
tive, co-operation, and general shop 
discipline. It is a practical account, 
related by the man who did the job, 
showing how the operators were 
converted to the idea and obstacles 
were surmounted. Any accountant 
who is finding that the piecework 
system creaks and falters should read 
Mr. Cooke’s story. 


Shorter Notes 


American Accounting 

A Stamp-Martin seminar—the last of 
the Michaelmas term—will be held at 
Incorporated Accountants’ Hall at 
6 p.m. on Thursday, December 1. 
Professor W. T. Baxter, Professor of 
Accounting at the London School of 
Economics and Political Science (Uni- 
versity of London), will give a talk 
entitled Some Aspects of American 
Accounting. The seminar is open to all 
interested in the subject. Those who 
propose to attend are asked to send 
advance notification to Mr. T. W. South 
at Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, 
London, W.C.2. 


Visitors to the Melbourne Olympics 
Any Incorporated Accountants who are 
planning to visit the Olympic Games in 
Melbourne in November and December 
of 1956 are asked to inform the Secre- 
tary of the Society, who has kindly been 
invited by the Victorian State Council 
of the Institute of Chartered Account- 
ants in Australia to pass the names to 
the Council. 


Talking of Taxation... 

The fifth of the annual conferences 
arranged by our contemporary Taxation 
“for accountants, lawyers and in- 
dustrialists” was held last month at 
Brighton. It was another great success. 
The registered attendance was 1,215, 
from a number of foreign countries as 
well as from Great Britain. 


Course on Office 

A seven-day residential course on Office 
Management will be held at Droitwich 
from November 6 to 12, under the 
auspices of the Office Management 
Association, 58 Victoria Street, London, 
W.1. The subjects covered will be: 
Control in the Office: Work measurement 
and output control; Delegation and inspec- 
tion. 

Staffing the Office: Selection; Grading and 
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salary scales; Conditions of employment; 
The human factor. 

Training the Staff: Training for a routine 
job; Training for management and super- 
vision. 

Improving Office Methods: Design of pro- 
cedures and forms; How to start a methods 
section. 

Office Management: The field of office 
management; Problems of office manage- 
ment. 


Tax Problems for Schoolchildren 

Some interesting suggestions on the 
realistic teaching of mathematics are 
contained in Junior Secondary Educa- 
tion, published for the Scottish Educa- 
tion Department by Her Maijesty’s 
Stationery Office, price 5s. net. It is 
suggested that the course “should help 
to prepare the pupil for his responsi- 
bilities as a citizen’”’: he should therefore 
“understand the arithmetical principles 
involved in rates, taxes, tariffs and 
duties,” and these topics should provide 
material for class work. Surplus copies 
of old income tax forms and rating 
demand forms might be obtained and 
completed. Financial statements, “‘suit- 
ably audited,” should be produced for 
school activities. 


International Inquiry into Automation 
The European Productivity Agency is 
undertaking an inquiry into automation, 
not only in heavy industry and mass 
production but also in commercial 
firms, including banking and insurance. 
The inquiry, which is international 
in scope, will lead to a conference on the 
technical, economic and social problems 
of automation. 


Mr. L. C. Hawkins 

Mr. L. C. Hawkins, F.s.A.A. (a Council 
member of the Society of Incorporated 
Accountants), who is a member of 
the London Transport Executive, is in 
Singapore as chairman of the Transport 
Commission which is to recommend an 
island-wide plan for public passenger 
transport. 


Auditors of U.N.O. 

The Joint Panel of Auditors for the 
United Nations and the Specialised 
Agencies met in Geneva from October 
11 to 14. Sir Frank Tribe, K.c.B., K.B.E. 
(Comptroller and Auditor General, 
United Kingdom), was in the chair. The 
panel consists of external auditors, 
holding the rank of Auditor General or 
its equivalent, meeting annually to 


co-ordinate their audits and to exchange 
information. The panel may also submit 
recommendations on the co-ordination 
and standardisation of the accounts and 
financial procedures of the United 
Nations and the Specialised Agencies. 
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ROFIT sharing is in the air these days. The reasons 
P::. mixed. The sharing of profits may improve 

labour relations. It may promote productivity. It 
may be a step towards the “‘property-owning democracy.” 
Good profits in industry may have made businessmen 
wish to pass extra reward to the workers, but cautious 
lest the reward should be payable, as a wage advance 
would be payable, even if profits fell away. Whatever the 
reasons may be—and despite some classical objections to 
profit sharing—schemes have been brought in by a 
number of large industrial concerns since the war 
and have hit the headlines. One also learns of many 
schemes introduced among smaller businesses, indi- 
vidually less newsworthy but probably in the aggregate 
highly significant. The Board of Trade last published 
statistics on profit sharing schemes in 1938. It is now 
bringing the data up-to-date. When the information is 
published, it is likely that there will be recorded for the 
post-war period a development in profit sharing more 
marked than in any decade since the first important 
industrial scheme was started ninety years ago. 

The accountant clearly has a central part to play in 
profit sharing in industry. As it was put by Mr. W. S. 
Carrington, F.C.A., the President of the Institute of 
Chartered Accountants in England and Wales, at the 
autumn meeting of the Institute: “Profit sharing and co- 
partnership schemes . . . are equally important to 
practising accountants and to those engaged in industry 
and commerce . . . [for they] . . . will loom very large in 
the field of industrial relations and business management 
in the years that lie ahead.” In the first place, the account- 
ant is likely to be consulted at the very early stages when 
the scheme is little more than an idea in the head of the 
company chairman—if, indeed, the idea and the head 
are not, rather than the chairman’s, the accountant’s own. 
In the second place, once a scheme is started, it will 
largely be for the accountant of the business, in con- 
junction with its auditor, to operate it and to satisfy the 
participants that it is operating correctly. 

On the first of the functions to be performed by the 
accountant, advising upon the principles and framework 
of a scheme of profit sharing, valuable guidance is to be 
found in a paper delivered by Mr. E. Duncan Taylor, 
F.C.A., at the Institute’s autumn meeting following Mr. 
Carrington’s address. Useful information, though of 
more restricted scope, is also given in a new booklet 
This is Industrial Partnership by Mr. Halford Reddish, 
F.C.A. (Staples Press Ltd., London, price 2s. net), devoted 
largely to a description of the novel scheme recently intro- 
duced by the Rugby Portland Cement Co. Ltd. In his 
paper, as well as examining the pros and cons of the 
sharing of profits, providing a brief history of it, and 
going into the question of taxation, Mr. Taylor discusses 
the principal types of schemes in general terms, illustrated 
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by the details of a number of plans operated by well- 
known concerns. The schemes he distinguishes as four in 
type, according to whether they give the employees cash, 
give them shares, give them partly cash and partly shares, 
or build up a trust fund for future distribution or for the 
purchase of shares. Mr. Taylor agrees with the view that 
has recently been expressed forcibly—as, for example, by 
Professor Lionel Robbins in an article in the current 
Lloyd’s Bank Review—that schemes giving the workers 
a part of the share capital of the business possess salient 
advantages. But Mr. Taylor, unlike Professor Robbins, 
notices the very real difficulty that while the shares of a 
public company can be obtained on the open market for 
distribution to workers, shares of other concerns are 
often not readily obtainable. 

In carrying out the second of his functions, the con- 
tinuing one of operating or certifying the operation of 
schemes, the accountant may well have to face problems 
of principle. When, as it frequently is, the employees’ 
share of the profits is struck after allowing a given 
percentage on capital employed for the shareholders, the 
basis on which the fixed assets and the stock shall be 
valued in the computation of capital employed may be 
open to argument. Another problem is that the employees 
may expect that they should inspect the books of 
account—in most businesses an insistence on this right 
would be an effective bar to a profit sharing scheme. 
The accountant of the business, by providing adequate 
and current information about its operations—a desid- 
eratum these days, apart entirely from profit sharing— 
could do much to ensure that the demand was not 
pressed, and the auditor, by providing a full certificate on 
the operation of the scheme, could usually satisfy the 
participants that they were obtaining everything to which 
it entitled them. 

Mr. Taylor notes that, despite the hope engendered 
by the debate in the Commons on the Queen’s Address 
last June, the Government at present does not seem to be 
contemplating the encouragement of profit sharing by 
extending tax reliefs. He permits himself the suggestion 
that a convenient and effective relief would be the removal 
of the distribution charge on dividends payable on 
employee-shareholdings. Professor Robbins would like 
tax policy to go far in stimulating profit sharing, apparent- 
ly to the point of not regarding the employees’ benefits as 
income. As more and more concerns investigate the 
possibilities of profit sharing plans and find that the 
Inland Revenue, while always willing to help, are bound 
by the straitjacket of the tax laws, we can expect that 
there will be growing demands for some tax encourage- 
ment. One hopes that the economic and social policy of 
the Government, like the economic and social need of the 
country, will mean that, sooner rather than later, there 
will be a positive response to these demands. 
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A drean come True... 


A more efficient way to lower accounting costs 


) has rarely had the opportunity to make 
such savings in accounting costs as Burroughs Sensi- 
matic Accounting Machines provide. The Sensimatic is 
so automatic, so simple to operate, that even beginners 
quickly become experts. And, by a turn of the knob, 
the Sensimatic can switch in a moment from one job to 
another — doing the work of several machines. It has 
thus created a new concept of speed and economy in 
the handling of accounting work. Five series of Sensi- 
matics make it possible for you to select the machine 
exactly suited to your particular needs. See them today 
at your nearest Burroughs office. Burroughs Adding 
Machine Limited, Avon House, 356-366 Oxford Street. 
London, W.1. 
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SPECIALISED TRAINING 
for the examinations of the 


INSTITUTE AND SOCIETY 


At the C.A. and S.A.A. Examinations Students of the 
Metropolitan College have gained more than 


Association of Certified 
and Corporate Accominss |} SUCCESSES 
and more than 350 HONOURS, Prizes and Medals 
Chartered Institute of including 
Secretaries 


06 FIRST PLACES 
38 SECOND PLACES 


65 Third and Fourth Places 
* 


%* WRITE TODAY for a free copy of the College ‘‘Accountancy’’ Prospectus 
to the Secretary (A3), METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 
30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 


METROPOLITAN COLLEGE 
S™TALBANS 


B.Sc.Econ. & LL.B. (Lond.) 


FELLOWSHIP IN 
MANAGEMENT 
ACCOUNTANCY 


The Metropolitan College provides 
expert postal tuition for the above 
examination, which is held by the Insti- 
tute of Cost and Works Accountants. 
Full particulars on application. 
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PICTURE OF THINGS\ & Huse stocks of 
well seasoned books 
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* Our Catalogue BB30 
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An Electronic Switch 


By L. G. SHARP, A.s.A.A. 


ELECTRONIC COMPUTERS can now be said to have joined 
the ranks of the office machines. They are on sale to 
commerce and industry, costs and specifications are 
available, delivery times will be quoted and the computer 
in its final form may be examined, sometimes in operation 
in business concerns. 

It may be found useful to follow the experience of an 
industrial concern which has decided to instal a machine. 
This concern is a manufacturing unit above average in 
size, and is probably fairly representative of businesses 
that should be in a position to consider installing a 
computer. 


Preliminary Economic Considerations 

It was appreciated from the outset that the economics of 
the installation would have to be considered, and the 
following general approach was made, under the 
impression that the important factor was the ratio of the 
return to the investment. 

The return might comprise: 

(a) Saving on labour cost, 

(b) Capacity to provide additional information from the 

facts available, 

(c) Speedier output of information alveady being pro- 

duced, and 

(d) More accuracy. . 

The investment would include: 

(a) Capital cost or rental, 

(b) Maintenance costs, and 

(c) Cost of additional expert staff. 

In practice it was found possible to evaluate only one 
single item, the capital cost, and the machine has been 
ordered without a satisfactory economic justification. 
The reasons for this decision may emerge later in this 
article. 


Technical Knowledge 
It was not found necessary to acquire any technical 
knowledge of the way the machines work. The funda- 
mental processes, which are now well known and clearly 
appreciated, are: 
(i) Input, 

(ii) Calculation, 

(iii) Storage, and 

(iv) Output. 
A control assembly completes the installation. 

Electrical devices of one sort or another may operate 
in all these processes, but in calculation and storage they 
are highly developed and extremely complicated, and 
may be technically described as electronic—a term which 
implies the use of an electronic device such as a valve or a 
transistor. 


Analogue computers, in which numbers are repre- 
sented by their physical measurement in a similar way to 
a slide rule, are not applicable to the kind of work in 
mind. It is the digital computer only which has here to be 
considered. 

Although no technical knowledge of the electronic 
circuits is necessary in examining the potentialities of 
these machines, or in fact to operate them, it is neverthe- 
less an advantage to appreciate the basic method of 
operation of a digital computer, and a brief summary may 
be found in the form of an appendix at the end of this 
article. The description will not apply to every computer, 
but it is fairly representative. 

The internal operating units may be accepted as tech- 
nically capable of manipulating the pulse trains, but 
methods of input and output must be suitable, and the 
internal storage capacity adequate. 


Input 

The methods available to verify the accuracy of the input 
are perhaps more important to the user than the method 
of input. The intake by the machine of a wrong figure 
would not be immediately apparent, and it is therefore 
most important that the input can be checked for accu- 
racy. 

For these reasons the punched card was chosen as the 
method of input, for the means of verification of card 
punching are simple and well-established. Punched 
paper tape and magnetic tape are the other methods of 
input at present advocated, but verification appears to be 
rather involved. Two tapes have to be prepared indepen- 
dently from the original documents and these two tapes 
are fed together into a checking machine: if the two tapes 
coincide a third tape is produced simultaneously. Because 
of the apparent complexity of this process, the punched 
card method of input was preferred, although develop- 
ments in other techniques may well cause this view to be 
modified at a later stage.* 


Gutput 


Here, again, punched card output coupled with a printer 
was chosen, in order to give the raw material for sub- 
sequent operations and to produce a printed record of 
the results. 


Storage 
It is all too easy to build up the storage requirements to 


fantastic levels. For payroll purposes the machine could 
store all rates of pay, each employee’s gross pay to date, 
his tax to date, the standard deductions from his pay and 


*See Automation and Electronics in the Office by A. E. Davies in 
ACCOUNTANCY for April, 1955 (pages 132-4.) 
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his tax code. The hours worked, plus any special instruc- 
tions, would be fed in and everything else would be picked 
up from the store as required. Bonus could be calculated 
in a prior run and stored for each individual. 

On stores ledger the machine could store the balance by 
quantity and value of each item. Receipts and issues 
could be fed in in random order, and the programme 
arranged so that the old balance was picked up and the 
new balances calculated and stored—to be emitted when 
required. 

The storage requirements very quickly assume formid- 
able totals. This presents no problem to an electronic 
computer, but storage is expensive, particularly if it is to 
be of easy access, so that the information can be located 
quickly when required and brought out into an opera- 
tional unit. 

‘An alternative to voluminous storage appears to be 
offered by the type of computer linked to a normal 
punched card installation. The information is stored on 
punched cards and fed in when required. To take again, 
for example, the stores ledger, receipts or issues would be 
fed in accompanied by the relevant balance card. Much 
preliminary editing would certainly have to be performed, 
but it involves only the normally accepted punched card 
techniques. 

As the business in question was already operating a 
punched card installation the choice was for a: machine 
specifically designed to fit in with this installation. The 
machine was a computer with a relatively small storage 
capacity, the cards being used as the main store: it was in 
consequence reasonably priced. 

If no punched card installation exists, a complete com- 
puter employing a variety of means of input, and incor- 
porating large storage facilities, may conceivably be 
preferable. But such a machine is correspondingly 
expensive, and it is most difficult to decide whether it 
could find remunerative employment in the medium- 
sized concern that has not yet seen an economic employ- 
ment for a punched card installation. It can be con- 
fidently expected, however, that if large-scale production 
can be undertaken the cost of the machines will be con- 
siderably reduced. 

We are promised in the future computers that can be 
integrated with accounting machines, and they are 
already in operation in the United States. Punched tape 
is prepared automatically by the accounting machine 
during its normal posting run. This development must be 
of great interest to most concerns, as the accounting 
machine is almost universal in businesses except the 
smallest, but it is probable that, initially at least, the 
machines will be very expensive. Large storage capacity 
will be required, but it is understood that magnetic tape 
is used—this is a cheaper storage medium than internal 
magnetic drums, and its longer access time, that is the 
time to locate an item and read it, is offset by suitable 
planning of the material on the tape. 


Maintenance and Components 
It is understood that no particular problems of mainten- 
ance are involved. Production of all modern computers 


NOVEMBER 1955 


is on a unit basis, the whole machine being put together 
from a large number of small units—many of them some- 
what reminiscent of small wireless sets—and faults can 
quickly be localised. The unit concerned is then removed 
and replaced with an efficient substitute. Testing for 
accuracy is normal practice and test routines are put 
through, probably every morning, and if the correct 
result is printed out the machine may be assumed to be in 
correct working order. 

If the machine is a large one with extensive storage, it is 
thought that an electronic engineer would have to be on 
the staff to supervise the day-to-day operation of the 
machine, to follow up every irregularity, and also to carry 
out a daily routine of preventive maintenance. 

The general reliability of all computers is understood 
to be very good. Valve life is the most important factor. 
It must be remembered that pulses are circulating and 
valves changing state several million times a second, and 
if any single pulse produces the wrong reaction the 
machine will make a mistake. 

It appears, however, that valve failure is most likely 
to occur in the early life of the valve, and once the com- 
puter has settled down, and any valves already failing 
removed, further trouble is most unlikely. The test 
routines and preventive maintenance systems would then 
be adequate to avoid trouble. The magnetic drum used 
for large scale storage in many machines operates at very 
high speeds, requiring mechanical engineering of a very 
high order, and correspondingly careful maintenance. 

It must be expected that maintenance costs in the large 
machines will be fairly heavy. 


Applications 

The most probable applications initially will be payroll, 
stores accounting and standard costs, and the first step 
is to break the job down into its basic routines. 

This analysis has itself revealed ways of improving the 
existing systems, but it would be disconcerting if the 
improvements were so marked that the further improve- 
ment to be expected from the computer would no longer 
pay for its installation! 

It appears that in standard cost procedures valuable 
time will be saved. These procedures seem particularly 
suitable to a computer. It may be pertinent here to 
emphasise the difference between an electronic calculator 
and a computer. In a calculator no instruction or basic 
information is stored, each calculation having all its 
elements fed in together. Only a computer can decide 
between alternative procedures: it can, for instance, test 
whether a certain number fulfils certain prescribed con- 
ditions and, if so, can act accordingly. Thus, in ‘the 
standard cost calculation the computer can make these 
tests as required. For instance, in calculating the standard 
cost of sales, it can, at the designated point, test 
whether the item is for export or not and apply the 
standard cost of export packing if necessary. Similarly, 
in the operation of the payroll, the machine can test each 
employee at some stage to determine whether he is going 
on holiday the next week, and, if so, add in holiday pay 
to the gross wage. 
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Having broken the routine down into its constituent 
parts, the machine must be programmed to carry out the 
operations in logical sequence. 

It is at present the intention of the suppliers of the 
computers to undertake the programming from the 
detailed routine prepared by the user, though members of 
the staff of the user may ultimately be trained to pro- 
gramme. In the larger installations this will almost cer- 
tainly be the normal practice, and one firm of manu- 
facturers has already announced its intention to run 
training courses for programmers. 

It seems that providing the job can be broken down into 
basic arithmetic steps, and, if more than one course is 
open, the decision can be made to depend upon an 
arithmetic relation, it is a job for a computer, and a com- 
petent programmer can cope with it. 

If, however, the machine begins to be loaded up 
towards capacity, certain elements will prove to be 
bottlenecks. It may then be necessary to duplicate some 
units, and additional storage units or output units, for 
instance, might need to be connected into the circuit. 


The Large Computer 

If the method of computation is very complex—as it 
appears to be, for example, in the calculation of incentive 
bonuses—the full scale computer with the large store is 
really required. If not done electronically, a compara- 
tively large clerical staff is needed for these calculations, 
for large-scale non-electronic mechanisation is not possi- 
ble, owing to the many alternatives presenting themselves 
at various stages of the computations. A full-scale 
computer would be able to store all the complicated sub- 
routines necessary, and so call on the relevant ones when 
required. It is hoped that the experience gained with the 
punched card computer will facilitate a step forward 
into the field of the full-scale computer later. 


APPENDIX 
Operating Procedure 


Numbers are the raw material of the computer. When 
switched on, the machine generates a series of voltage 
pulses which pass round the circuits at the very high 
speed of electricity: it is this speed which gives the 
electronic computer its very high rate of operation. This 
series of pulses, generated by the master control of the 
machine, and invariable in duration and frequency, passes 
through a maze of switches and relays, and are modified 
to form an irregular pattern, understandable to the 
computer as signifying a certain number. The valve in 
the computer is not used in the same way as in a wireless 
set but as a switch: it can be switched on and off a million 
times a second, a speed which a mechanical switch could 
never achieve. A valve is “‘on” or “off” in the sense of a 
switch—that is, it passes a current puke or cancels it 
out, dependent upon the nature of a separate circuit into 
which it is connected. 

By suitable circuits, therefore, numbers can be made 
to flow round the computer: then by more complicated 
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combinations of valves these pulse trains can be added, 
substracted, multiplied and divided. 

A clearer picture of a number as a pulse train may be 
gained if the number is expressed in binary form, a form 
used by many computers. 

For instance, 25 in denary (or normal decimal number- 
ing) becomes 11001 in binary, and can be represented by 
electrical pulses at the 1’s and no pulses at the 0’s. It is 
not necessary, however, to understand binary arithmetic 
for our purpose, and in fact not all computers use it, not 
at any rate in its full form, a modified form of coded 
binary being substituted in some instances. In coded 
binary, whole numbers are not converted into binary 
form, but each separate digit is so represented. 

Information must, therefore, be taken into the machine 
and converted into a series of pulse trains intelligible to 
it. The input may be on punched cards, punched paper 
tape or magnetic tape, any one of which can be sensed by 
the machine and converted into the necessary pulse train. 
In output the procedure is reversed, and punched cards 
or tape or a printed sheet results. In addition, until they 
are required, the pulse trains representative of numbers 
can be held in the storage section of the machine, each in 
its Own separate compartment, either being circulated 
continuously in delay lines or held statically on a 
magnetic drum. 

The sequence in which the input material is dealt with, 
both in its original form and all subsequent modifications, 
is determined by the programme in the control unit. This 
programme is drawn up in advance and directs the 
machine through the intricacies of the process in correct 
sequence, and directs it to pass out the answer when 
required. 

The basic instruction “‘start” is built into the machine 
and is brought into operation by the starting switch. The 
computer will then automatically revert to the pro- 
gramme control unit which will give it the next instruc- 
tion. 

This might read: 

Add to the arithmetic unit the number in location 2/8 

and then pick up the next instruction from location 1/14. 


It thus carries out an operation and proceeds on to the 
next instruction automatically, and progresses until it is 
instructed to stop. 

Both the storage locations and the constituent parts of 
the instructions (“add to the arithmetic unit” or 
“pick up the next instruction”) would be coded numeri- 
cally and converted into a pulse train intelligible to the 
machine. 

The great advantages to be gained from the speed of 
operation can be offset by a bad programme, and in the 
initial stages the human element is most important. If the 
next instruction is to take a number from a certain 
storage location the subsequent arithmetic operation— 
however fast it may be—cannot start until the location is 
found. The individual programmer has to seek to recon- 
cile the speeds of operation of the various units and 
build up a fast automatic sequence from input to final 
output. 


Programming 
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HIGH TAXATION OF both the living and the dead causes 
the efforts of those who have most to lose often to be 
directed towards methods of escaping the full fury of the 
taxing statutes. With good legal advice the rich settlor or 
testator may be able to moderate the adverse effects of 
existing legislation, but no one can foresee future changes 
in the law nullifying or at least partially frustrating the 
steps taken. 

If a testator is still alive it is, of course, open to him to 
make a new will in the light of the new law. With a 
settlement inter vivos, on the other hand, the settlor may 
live to see the thwarting of his attempts to save his 
fortune for his descendants; he will be unable, because of 
the irrevocable nature of the instrument, to remedy the 
mischief. Or the change in the law may come, with the 
same effect, after the death of the testator or settlor, but 
while the trusts created by will or settlement are still 
current. If all those interested under the settlement are 
ascertained and sui juris, no question of infant bene- 
ficiaries arising, it may, even then, be possible to avoid 
the mischief of new legislation by an agreement between 
the parties, whereby an end is put to the trusts and the 
trust assets are parcelled out to the greatest advantage 
of the beneficiaries. But it is otherwise if there are infant 
or unborn interests. In such circumstances the only hope 
—and it is now a slender one—is resort to the jurisdiction 
of the Court to vary the trusts of the settlement. 
Attempts to invoke this jurisdiction led recently to a 
series of cases culminating in the decision of the House of 
Lords (Lord Simonds, L.C. (as he then was), Lord 
Oaksey, Lord Morton of Henryton, Lord Asquith of 
Bishopstone and Lord Cohen) in Chapman and Others v. 
Chapman and Others [1954], A.C. 429; [1954], 1 All E.R. 
798 (hereinafter referred to as Chapman). Their Lord- 
ships’ judgments, though discouraging to the taxpayer, 
at least make clear how far the jurisdiction, in so far as 
it is inherent and not statutory, extends. 


Bases of the jurisdiction 


This much was clear before Chane reached the House 
of Lords: the jurisdiction, whatever might be its extent, 
rested on three bases, firstly, the inherent jurisdiction 
formerly possessed by the Court of Chancery and now 
exercised in the Chancery Division of the High Court, 
secondly, Section 64 of the Settled Land Act, 1925, and, 
thirdly, Section 57 of the Trustee Act, 1925. The argu- 
ment of those who sought to show that the inherent 
jurisdiction was a wide one was thus expressed by Lord 
Simonds in Chapman: 
. . Your Lordships are invited to hold that a Judge of the 
Chancery Division of the High Court of Justice has an 
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inherent jurisdiction in the execution of the trusts of a 
settlement to sanction on behalf of infant beneficiaries 
and unborn persons a re-arrangement of the trusts of that 
settlement for no other purpose than to secure an 
adventitious benefit which may be and, in the present 
case, is, that estate duty, payable in a certain event as 
things now stand, will, in consequence of the re-arrange- 
ment, not be payable in respect of the trust funds. 

This argument . . . is based, as I understand it, on two 
separate lines of thought which are for this purpose 
blended. On the one hand it is said that the Chancellor, 
the Court of Chancery and the Chancery Division of the 
High Court of Justice, exercising in turn on behalf of the 
Sovereign as parens patriae a peculiar jurisdiction over 
infants, had and has power to dispose of an infant’s 
property in any manner beneficial to him in which he, if of 
full age, could have disposed of it; and, on the other hand, 
it is said that the same Court, whose duty it has been for 
some centuries to execute and administer trusts, has 

jurisdiction to re-model those trusts by agreeing on 
behalf of infants and unborn persons to any re-arrange- 
ment which it deems to be advantageous to them. ([1954], 
A.C. 443; [1954], 1 All E.R. 800, 801). 
Lord Simonds went on to say that these two lines of 
thought were “happily united” in a proposition of 
Denning, L.J. (with whom the argument found favour) 
when Chapman was before the Court of Appeal. The 
learned Lord Justice found that Lord Hardwicke, in the 
eighteenth century: 

. . proceeded on the broad principle that the Court had 
power to deal with the property and interests of infants, 
or other persons under disability, in a manner not 
authorised by the trust whenever the Court was satisfied 
that what was proposed was most advantageous for them, 
provided, of course, that everyone of full age agreed to it. 
({1953], Ch. 269; [1953], 1 All E.R. 132). 


Four cases on the inherent jurisdiction 

Before considering the recent series of cases it is con- 
venient to set out the facts of four decisions on the 
inherent jurisdiction which came before the Court at the 
beginning of the present century and which were much 
canvassed in the later cases. These four decisions are, in 
chronological order: In re New, In re Leavers, In re 
Morley [1901], 2 Ch. 534, In re Trenchard, Trenchard v. 
Trenchard, [1902], 1 Ch. 378, In re Tollemache [1903], 
1 Ch. 457; [1903], 1 Ch. 955 (C.A.), and In re Wells, 
Boyer v. Maclean [1903], 1 Ch. 848. 

In the first of these cases, Jn re New, shares in a pros- 
perous limited company were held by the trustees of 
three separate trust instruments. A scheme was prepared 
by which it was proposed, with a view to the interests of 
shareholders, to wind up voluntarily and dissolve the 
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existing company and te incorporate a new one, to which 
the whole of the assets of the old company would be 
transferred. The shares in the old company were to be 
exchanged for fully paid-up Preference and Ordinary 
shares in the new. There was no doubt that the proposed 
reconstruction would be advantageous to the beneficiaries 
under the various trusts, including infants and unborn 
persons, but the trustees had no power under the terms 
of their trusts to agree to it, and, in the absence of agree- 
ment, they were likely to be bought out by the other 
shareholders. The trustees accordingly sought the 
sanction of the Court to their participation in the pro- 
posed scheme. Cozens-Hardy, J., refused the trustees’ 
applications, believing himself bound by the authority of 
earlier cases so to do, and the trustees appealed to the 
Court of Appeal (Rigby, Collins and R. Romer, L.JJ.). 
In the course of the argument the principle on which the 
Court would vary trusts was stated by R. Romer, L.J., 
to be: 
... that the Court may, on an emergency, do something 
not authorised by the trust. It has no general power to 
interfere with or disregard the trust; but there are cases 
where the Court has gone beyond the express provisions 
of the trust instrument—cases of emergency, cases not 
foreseen or provided for by the author of the trust, where 
the circumstances require that something should be done. 
({1901], 2 Ch. 543). 
Their Lordships authorised the trustees to concur in the 
proposed scheme, but in their judgment, delivered by R. 
Romer, L.J., stressed that the jurisdiction of the Court 
in such matters was: 
... one to be exercised with great caution, and the Court 
will take care not to strain its powers. ([{1901], 2 Ch. 545). 
In In re Trenchard, the second case in the quartet, a 
testator gave his wife the use of his house so long as she 
should desire to make it her permanent place of residence 
and she remained his widow. He directed that his estate 
should pay all rates, taxes and outgoings in respect of the 
house and keep it in repair. He left the residue of his 
estate upon trust for sale and conversion, and then for 
his children and their issue. He directed his trustees to 
postpone the sale of the house, and to develop it as they 
thought fit. In earlier proceedings, Byrne, J., had decided 
that the widow had the powers of a tenant for life under 
the Settled Land Act, 1882. It was desired by all the 
persons interested that the estate of which the house 
formed part should be developed for building purposes, 
and it was proposed that the widow and the trustees 
should enter into a compromise whereby the widow 
should release to the trustees her claims in respect of the 
house in consideration of an annua] payment of £275 
during widowhood, that sum being £75 less than the 
estimated annual value of her interest under the will. 
Buckley, J., took the view that, although the widow was 
not entitled to an interest during widowhood discharged 
from the provision as to residence, in the event of her 
selling the house (and therefore ceasing to reside) she 
would be entitled, by virtue of Section 51 of the Settled 
Land Act, 1882, to the same benefits as if she had not sold, 
as against the income of the proceeds of sale. His Lord- 
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ship approved the compromise, his ratio decidendi 
appearing in the concluding sentences of his judgment: 
The widow gives up something; but she obtains this 
benefit—that she is no longer obliged to reside in a 
certain house. The trustees get this benefit—that they are 
relieved from the difficulty in which they have been 
placed from the circumstance that the widow might have 
continued to reside, and thus have interfered with the 
building scheme; or she might have sold the house under 
her statutory powers, and yet retained her interest in the 
proceeds of sale. It seems to me that this is a fair compro- 
mise for all parties, and I declare that it is within the 
power of the trustees to enter into it, and I sanction it 
accordingly. ({1902], 1 Ch. 385). 


In the third case, In re Tollemache, the tenant for life of 
personal estate under certain wills sought the sanction of 
the Court to the taking over by the trustees of the wills of 
a mortgage by the tenant for life of her life estate, this 
being a security of a description not authorised by the 
terms of the trust. The ground of the application was that 
the proposed transaction would be for the benefit, not 
only of the tenant for life, but also of all the other cestuis 
que trust, since the transaction was perfectly safe and 
would result in an appreciable addition to the applicant’s 
income, out of which she kept up as a family home the 
house in which she resided and made generous allow- 
ances to her children, all but one of whom were interested 
in the trust estate. The cestuis que trust included infants 
and unborn persons. Kekewich, J., refused the applica- 
tion, holding that no emergency had arisen and that he 
was merely being asked to sanction a change of invest- 
ment, not authorised by the trust instrument, on the 
ground that it would be to the advantage of the bene- 
ficiaries to do so. His Lordship’s decision was affirmed 
by the Court of Appeal (Vaughan Williams, R. Romer 
and Cozens-Hardy, L.JJ.), because the case was not 
within Jn re New, which Cozens-Hardy, L.J., referred to 
as constituting: 

. . . the high-water mark of the exercise by the Court of 
its extraordinary jurisdiction in relation to trusts. ({1903], 
1 Ch. 956). 


It may be observed that there was this difference between 
the transaction proposed in Jn re New and that proposed 
in In re Tollemache: the former was to prevent a diminu- 
tion in the value of the trust estate, the latter to effect an 
increase. 

In Jn re Wells, Boyer v. Maclean, the last of the four 
cases, a testator, who died in 1883, gave the residue of his 
estate to trustees upon trust to pay certain annuities to 
his two daughters and certain other persons for their 
lives, and, after the death of the last surviving annuitant, 
for such of his two daughters’ children as should be then 
living and should attain the age of twenty-one years or, 
being female, marry under that age. In 1902 the testator’s 
two daughters, their surviving children, and all other 
persons interested under the will executed a deed whereby 
it was agreed, subject to the Court’s approval, that an end 
should be put to the trusts of the will, and that instead 
the trustees should hold the property upon trust to pur- 
chase Government annuities for the annuitants, and pay 
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the residue to the children then living, or, in the case of 
those who had settled their shares, to their trustees. The 
result would be to make the interests of the children ab- 
solute instead of contingent. The approval of the Court 
was necessary because two of the children had executed 
settlements under which infants were or might become 
interested. Farwell, J., having considered a number of 
authorities, including Jn re New, came to the conclusion 
that he had power to sanction the scheme on behalf of 
the infants. 

These cases will be considered below in the discussion 
of the recent series. The full extent of each decision will 
then become apparent. 


Whereas the inherent jurisdiction of the Court extends 


without discrimination or distinction to settlements of 
land and settlements of personalty, Parliament in super- 
imposing a statutory jurisdiction has dealt with land and 
personalty in separate Acts. Section 64 (1) of the Settled 
Land Act, 1925, provides: 
Any transaction affecting or concerning the settled land, 
or any part thereof, or any other land (not being a trans- 
action otherwise authorised by this Act, or by the settle- 
ment) which in the opinion of the Court would be for the 
benefit of the settled land, or any part thereof, or the 
persons interested under the settlement, may, under an 
order of the Court, be effected by a tenant for life, if it is 
one which could have been validly effected by an absolute 
owner. 


Sub-section (2) of Section 64 defines “transaction” as 

including: 
. . . any sale, extinguishment of manorial incidents, ex- 
change, assurance, grant, lease, surrender, re-conveyance, 
release, reservation, or other disposition, and any pur- 
chase or other acquisition, and any covenant, contract, or 
option, and any application of capital money . . . and any 
compromise or other dealing, or arrangement . . . 


Section 57 (1) of the Trustee Act, 1925, provides: 


Where. in the management or administration of any 
property vested in trustees, any sale, lease, mortgage, 
surrender, release, or other disposition, or any purchase, 
investment, acquisition, expenditure, or other transaction, 
is in the opinion of the Court expedient, but the same 
cannot be effected by reason of the absence of any power 
for that purpose vested in the trustees by the trust 
instrument, if any, or by Law, the Court may by order 
confer upon the trustees, either generally or in any par- 
ticular instance, the necessary power for the purpose, on 
such terms, and subject to such provisions and con- 
ditions, if any, as the Court may think fit and may direct 
in what manner any money authorised to be expended, 
and the costs of any transaction, are to be paid or borne 
as between capital and income. 


Sub-Section (4) of Section 57 excludes application of the 
Section to trustees of a settlement for the purposes of the 
Settled Land Act, 1925. The extent of the jurisdiction 
conferred by these statutory provisions was canvassed in 
the recent cases, but, as will appear in the discussion 
which follows, those cases do not provide an entirely 
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satisfactory commentary on the extent of the statutory 
jurisdiction. 


The recent cases 
It will now be appropriate to set out the facts of the 
three cases which culminated in the decision of the House 
of Lords in Chapman. All three came before Judges of 
the Chancery Division within a few days of each other. 

In re Downshire’s Settled Estates, Marquis of Downshire 
v. Royal Bank of Scotland and Others came at first 
instance before Roxburgh, J., the proceedings in the 
Chancery Division being reported sub nom. In re D.’s 
Settled Estates [1952], 2 All E.R. 603. Hereinafter it is 
referred to as Downshire. The facts were as follows. By a 
deed of re-settlement dated September 23, 1915, settled 
properties, consisting of land in England, Northern 
Ireland and the Irish Republic, together with invested 
capital moneys, were re-settled as follows. First, they 
were re-settled to the use of the trustees during the life 
of the plaintiff, the seventh Marquis of Downshire, on 
trust that if at the time of the recited trust taking effect 
in possession “‘no act or event other than the exercise of 
any power conferred on the plaintiff should have been 
done or happened whereby the life estate thereby given 
to him under the trust premises or some part thereof 
would, if belonging absolutely to him, have become vested 
in or charged in favour of some other person or persons 
or a corporation” the trustees should allow the plaintiff 
to enter into and remain in possession or receipt of the 
rents and profits of the said premises during his life “‘or 
until some act or event as aforesaid should be done or 
happen.” Secondly, the properties and moneys were re- 
settled during such part of the life of the plaintiff as he 
should not be entitled to possession or receipt of the 
rents or profits to the use that the trustees should hold 
the same on discretionary trusts for the plaintiff, his wife 
and children and remoter issue. Thirdly, the properties 
and moneys were re-settled from and after the death of 
the plaintiff to the use of his first and other sons success- 
ively according to seniority in tail male with remainder to 
the use of the plaintiff’s brother (the second defendant) 
during his life, with remainder to the use of the first and 
other sons of the second defendant successively according 
to seniority in tail male with remainders over. The re-, 
settlement contained powers for the tenant for life in 
possession to charge for jointure and portions. The 
plaintiff was 58 years of age and had never been married. 
The second defendant had one son only, the third 
defendant, who had attained the age of twenty-one and 
had, by a disentailing deed dated May 30, 1952, disen- 
tailed the entirety of the settled property. At the time of 
the proceedings, therefore, the effect of the re-settlement 
was that, subject to the uses and trusts declared to take 
effect during the plaintiff’s life and to the possibility that 
he might have issue, the settled property would devolve 
on the second defendant for life and thereafter belong 
absolutely to the third defendant. The total value of the 
settled property was upwards of £1,100,000, approx- 
imately £400,000 representing land and approximately 
£700,000 representing capital moneys. 
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On the same day as Downshire was heard by Roxburgh, 
J., Chapman came before Harman, J., but the proceedings 
at first instance are not reported. In this case three settle- 
ments were concerned. By the first settlement, dated 
March 15, 1944, Sir Robert and Lady Chapman declared 
that certain land or the proceeds of sale thereof and such 
further assets as might from time to time be brought into 
the settlement (“the trust premises”) should be held by 
the trustees (subject to clauses three and four of the 
settlement) for all or any child of R., the settlor’s son, who 
should attain the age of 21 or die under that age leaving 
issue and if more than one in equal shares. Clause three 
provided that until the youngest son of R. should have 
attained the age of 25, if that event should happen within 
21 years from the date of the settlement, or until the ex- 
piration of 21 years from the death of the survivor of the 
settlors, if the youngest surviving child of R. should not 
then have attained the age of 25, the trustees should 
retain the trust premises and should apply such part as 
they in their discretion should think fit of the income 
thereof for or towards common maintenance education 
or other benefits of the children of R. for the time being 
living whether minors or adults or for or towards the 
maintenance education or other benefit or any one or 
more of them to the exclusion of the other or others, and 
should (subject as thereinafter in the settlement men- 
tioned) accumulate the surplus of such income until the 
time for distribution by investing it and the resulting 
income thereof in augmentation of the capital of the 
trust premises to be held upon the same trusts as the 
original trust premises, but so that. the trustees might 
apply the accumulations of any preceding year or years in 
or towards the maintenance education or benefit of all or 
any of the said children in the same manner as such ac- 
cumulations might have been applied had they been 
income arising from the original trust funds in the then 
current year. A proviso followed that after each child of 
R. had attained his or her majority the surplus income 
of his or her share in the trust premises not expended by 
virtue of the foregoing powers should not be accumulated, 
but should be paid to each child. Clause four gave the 
trustees a discretionary power to advance up to one-half 
of the expectant or presumptive or vested share of any of 
R.’s children, whether minor or adult. By the second 
settlement, dated February 8, 1950, Lady Chapman settled 
further funds on substantially the same trusts: in par- 
ticular the provisions for common maintenance and 
accumulation contained in Clause three of the first 
settlement were repeated in the second one. By the third 
settlement, dated February 10, 1950. Lady Chapman 
settled certain funds on trust for the benefit of the children 
of the marriage of H. and A., and of H. and A. them- 
selves, or (if none of such children attained a vested 
interest) then on similar trusts for the benefit of the 
children of H. by any subsequent marriage and of H. 
and any subsequent wife. By clause four of this settlement 
it was provided that in the event of the determination or 
failure of such trusts the trustees should pay over the 
trust funds (subject as therein mentioned) to the trustees 
of the first settlement to be held by them on the trusts of 
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that settlement. At the time of the proceedings R. had 
been married once only, to his present wife, B., and there 
had been three children of the marriage. There had been 
no issue of the marriage between H. and A. The funds 
comprised in the first, second and third settlements were 
estimated at £43,300, £14,700 and £19,600 respectively. 

In re Blackwell’s Settlement Trusts, Blackwell v. 
Blackwell and Others was heard by Roxburgh, J., in the 
Chancery Division, where the proceedings are reported 
sub nom. In re B.’s Settlement [1952], 2 All E.R. 647, on 
the day after his Lordship gave judgment in Downshire. 
Hereinafter it is referred to as Blackwell. The facts are as 
follows. The plaintiff settlor by a settlement dated Novem- 
ber 17, 1933, settled personalty on protective trusts for 
himself during his life, and subject thereto on trust for his 
children or remoter issue as he should by deed or will 
appoint and in default for his children. The settlement 
gave the settlor power to appoint income to his widow. 
The ultimate remainder was for the general testamentary 
appointees of the settlor. The plaintiff was married to the 
second defendant; the first defendant was the only child 
of the marriage, born on December 28, 1951. At the time 
of the proceedings the capital value of the trust premises 
amounted to approximately £83,000, and the gross annual 
income was about £4,000. Since the date of the settlement 
the plaintiff had on his father’s death succeeded to a 
substantial fortune. 


Schemes to avoid duty 
In none of the three cases were there any administrative 
difficulties or any questions of doubt. All three had this 
in common, that in due course very heavy estate duty 
would almost certainly become exigible, and, because in 
each case there were infant or unborn interests, in none 
was it possible to rearrange the beneficial interests 
without the sanction of the Court. Schemes were accord- 
ingly formulated and presented to the Court for approval. 
In Downshire the chief point in the scheme proposed was 
that the plaintiff should surrender his life interest in 
£500,000 out of the total of £700,000 capital moneys. The 
difficulty of the protective trusts was to be overcome by 
providing that the surrender should not be treated as 
involving a forfeiture of the plaintiff’s life interest, while 
adequate provision was to be made for unborn children 
who might subsequently acquire an interest under the 
settlement by the taking out of an assurance policy and 
the setting aside of a fund consisting of War Stock. If 
the scheme were approved and the plaintiff thereafter 
lived for the requisite length of time, that part of the 
capital moneys in which the plaintiff surrendered his life 
interest would not appear to pass, or be deemed to pass, 
at his death. 

In Chapman the mischief lay in the discretionary trusts 
for the common maintenance of R.’s children contained 
in the first and second settlements, and the substitutive 
limitation contained in the third settlement, as a result of 
which it was apparent that claims for estate duty totalling 
nearly £30,000 would arise on the deaths of Sir Robert 
and Lady Chapman. The scheme devised accordingly 
proposed that the trustees of the first and second settle- 
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ments should advance their respective funds to the 
trustees of a new settlement containing similar trusts, but 
omitting the provisions for common maintenance, and 
that the trustees of the third settlement should, on the 
failure of the trusts for the benefit of H. and his present 
and any future wife and issue, similarly transfer their 
fund to the trustees of the proposed new settlement to be 
held on the trusts thereof. 

Because the settlor in Blackwell had succeeded to his 
father’s fortune since the execution of the settlement he 
was paying income tax (including sur-tax) at the rate of 
19s. 6d. in the pound on the settlement income and, in 
the event of his death, estate duty would have been 
leviable on the corpus of the settled property at the rate 
of 65 per cent. A scheme was accordingly proposed, the 


FASHIONS CHANGE. In literature, the fluctuations are well 
illustrated by the popularity or notoriety of certain types 
of hero. Yesterday it was the ship’s captain as portrayed 
by Joseph Conrad, the Shavian Don Juan or Galsworthy’s 
“man of property.” Today (apart from the spacemen) 
there is a fresh tendency. The main character in a best- 
selling novel is likely to be a professional man: a doctor, 
a stockbroker, a solicitor, a scientist—or a plain boffin. 
Even the accountant occasionally puts in an appearance 
though, truth to tell, he is rather neglected: a character 
still in search of an author. 

A few of the practitioners of double-entry book- 
keeping have had their praises sung in prose that still 
endures, though I can find no example that goes back 
earlier than the late eighteenth century. Take that de- 
lightful essay South Sea House, by Charles Lamb, who 
was himself employed as an accountant for thirty-three 
years in the offices of the East India Company. “Peace to 
the manes of the Bubble!” he writes, and conjures up the 
vision of the once busy centre of commerce, with ‘its 
shades of dead accountants, “‘visionary pen in ear.” 


Living accounts and accountants puzzle me. I have no 
skill in figuring. But thy great dead tomes, which scarce 
three degenerate clerks of the present day could lift from 
their enshrining shelves . . . their sums in triple columniation, 
set down with formal superfluity of cyphers, with pious 
sentences at the beginning, without which our religious 
ancestors never ventured to open a book of business . . . 
the costly vellum covers of some of them almost persuading 
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The Accountant in Literature 
By R. ROBERT, A.c.Ls. 


If he is steady, cautious . . . proficient in arithmetic, and with a disposition towards the prosecution of its highest 
branches, he cannot follow a better line than that of an accountant.—Sir Walter Scott, in a letter written from 
Abbotsford on July 23, 1820, to Thomas Scott, his brother. 


general purpose and character of which were similar to 
those of the scheme in Downshire. The broad effect of the 
scheme was that the settlor would surrender his life 
interest in one-half of the trust funds in order to acceler- 
ate the interests in reversion expectant on his death in 
that half of the fund (whether in accordance with ar 
exercise of his power of appointment by deed or other- 
wise) and also release that half of the trust funds from hi: 
powers of appointment over it, but upon terms that the 
discretionary trusts during any part of the settlor’s life 
as regards that half of the fund should be wholly released 
or overridden and that the settlor’s life interest in the 
other half of the trust fund should not thereby be 
forfeited. 

(To be concluded.) 


us that we are got into some better library, are very agree- 
able and edifying spectacles. 

The whole essay, the first of the collection, should be 
read for its humour, its humanity, and the light it throws 
on the “good old days” when such men as John Tipp were 
still alive. Unlike so many of his colleagues at South Sea 
House, he made no pretence of being a gentleman of 
birth and breeding reduced through undeserved misfor- 
tune to labouring at the desk. John Tipp had neither 
false shame nor false modesty, but “thought an account- 
ant the greatest character in the world, and himself the 
greatest accountant in it.” As well he might: for he had a 
fine suite of rooms in Threadneedle Street in which he 
could beguile his leisure hours by practising upon the 
violin! Lamb, with superlative genius, brings him vividly 
to life, so that we almost recognise him as a contemporary 
figure. John was a lover of good living (he had a partiality 
for cold mutton and punch) but during working hours no 
greater paragon of industry and efficiency ever existed. 
When the time came round for balancing the South Sea 
Company’s books his mind was occupied with the task 
for weeks ahead, and only when the last “fractional 
farthing” had been accounted for did it come to rest 
again. 

Nineteenth century writers do not appear to have 
regarded accountants as in any way romantic figures, and 
even Dickens passed them over in silence. True, there are 
scattered through his works a miscellaneous collection of 
scribes, scriveners and clerks. The noblest of them all is 
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Mr. Micawber, who makes his bow (in brown surtout, 
black tights, and imposing shirt collar) as the visitor to a 
counting house in search of a lodger. He was then, ac- 
cording to his creator, a town traveller of sorts, but an 
adept in the negotiation of bills which through force of 
circumstance he was often unable to honour on the due 
date. Though eventually he rose to be confidential clerk 
(under the detestable Uriah Heep) to a lawyer in Canter- 
bury, by no stretch of the imagination can we make of 
him an accountant. Yet Mr. Micawber enunciated one 
of the basic principles of accountancy when bestowing 
upon David Copperfield the famous advice: 

Annual income twenty pounds, annual expenditure nine- 
teen pounds, nineteen six, result happiness. Annual income 
twenty pounds, annual expenditure twenty pounds ought 
and six, result misery—in short, you are forever floored. 

I am indebted to Mr. H. Mellor, of Liverpool, for 
writing as follows. “In a best seller of the Victorian 
period an accountant does appear—and in a not very 
flattering light. Mrs. J. H. Riddell in her Mortomleys 
Estate makes the villains of the piece a firm of account- 
ants—Asherill and Swanland, Public Accountants, of 
Salisbury House, Leadenhall Street, London. They get a 
thoroughly bad ‘write-up.’ Their practice apparently 
consisted of bankruptcies and liquidations and the novel 
is the story, thought to be largely autobiographical, of 
the heroine’s struggle against them. Mrs. Riddell cer- 
tainly shows in all her writings a knowledge of commer- 
cial practice rather remarkable for a lady in that period 
of the seventies of the last century, and her acquaintance 
with the dingy courts and rambling buildings of the City 
was extensive and peculiar. The tale is set in a time when 
the profession was not fully organised and the standards 
of conduct are on a low level.” 

Since Lamb was the first of the writers about account- 
ants (so far as my search has been able to reveal) it is of 
interest that an author who had a considerable vogue in 
the ’nineties and who served with a Liverpool firm of 
accountants, but left the profession, had his work com- 
pared with the Essays of Elia—and even with Sterne’s 
Sentimental Journey. He was Richard Le Gallienne, best 
known for his Quest of the Golden Girl and other volumes 
of prose fancies. He contributed to The Yellow Book. Mr. 
Mellor, who supplies this information about Le Galli- 
enne, concludes: “‘He may have been a Lamb but a lamb 
with a very frisky tale.” 

In the present century literature, continuing in the 
realist tradition, begins to glance at many different 
aspects of workaday life. The company meeting, first 
introduced into a major novel by Dickens (in Nicholas 
Nickleby), fills a chapter of Galsworthy’s To Let with con- 
siderable success. Commerce and finance are discovered 
to have their adventure no less than science and the arts. 

Mr. Mellor also kindly draws my attention to a novel 
of the opening years of this century, in which a Chartered 
Accountant appears as the central character. The author 
was Barry Pain and the book Dumphrey. The accountant, 
Mr. Dumphrey, is a benevolent and slightly sentimental 
gentleman, as elderly accountants so often are, despite 
the disillusionments attendant on their calling. 
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That doyen of modern literature, Mr. W. Somerset 
Maugham, was perhaps the first living author to reveal 
that the man skilled in the higher branches of arithmetic 
had fictional possibilities. The novel is Theatre, and the 
curtain is drawn, in the first chapter, on the manager’s 
room of a first-class London theatre. Michael Gosselyn is 
signing letters when his charming actress-wife enters. On 
her way in she has noticed a young man at work in an 
outer office, and she asks, casually, who is he? Her hus- 
band answers that he comes from “Lawrence and 
Humphreys” and is, in fact, the accountant. 

He’s an articled clerk. He seems to know his job. He 
can’t get over the way our accounts are kept. He told me he 
never expected a theatre to be run on such business-like 
lines. He says the way some of these firms in the City keep 
their accounts is enough to turn your hair grey. 

One gathers that the youthful accountant is “quite a 
gentleman,” that he has a tremendous admiration for the 
charming actress wife, and that he is on the point of 
completing the audit. He gets himself invited out to 
lunch, and so the story is launched into complications 
which can only be followed to their conclusion by putting 
hands on a copy of the book. One hesitates to say that 
Theatre is Somerset Maugham’s greatest work, but it is 
certainly one of his most sophisticated and entertaining. 

Now for a glance at post-war fiction. Writers such as 
Nigel Balchin, F. L. Green and Nevil Shute have made 
us familiar with the “backroom boys,” the Ministry of 
Supply officials, the aerodynamic experts and the 
statisticians. The accountant, though not entirely over- 
looked, remains in comparative obscurity. Even the 
National Book League, with its finger continually on the 
pulse of contemporary literature, is unable to verify his 
existence in more than some half-dozen recent novels. 

J. P. Marquand’s Point Of No Return gives us glimpses 
of the American banking world in which accountants, 
bookkeepers and cashiers provide at least atmosphere and 
background. One of the characters in B. Marshall’s 
Yellow Tapers for Paris is an accountant, and The Visiting 
Moon, by J. Remnant, has an accountancy interest. So 
have two American books—Parm Me by Arthur Kober 
(published during the war) and Angry Uncle Dan, by 
James Yaffe, published more recently. The accountant in 
Parm Me is a “starry-eyed” C.P.A., whilst Uncle Dan is 
an accountant with a violent temper who yet succeeds in 
making a fortune in big business. 

Among the most up-to-date novels in which members 
of the accountancy profession play important roles are 
The Magician by J. B. Priestley (again the accountant is 
drawn not as a “good companion” but as a most un- 
attractive personality) and Loser Takes All, by Graham 
Greene, the most popular novelist writing in Britain 
today, whose accountant spends most of his time on a 
successful system for beating the bank at Monte Carlo. 
In his novel The Perfect Woman H. P. Hartley has just 
created a not very sympathetic accountant, whose 
adeptness in completing income tax returns does for him 
what auditing does for Somerset Maugham’s gentleman- 
clerk—introduces him to a new world, this time that of a 
second-line literary figure. The accountant’s private life 
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then aberrates, and its columnar orderliness becomes a 
sexual tangle. A thriller recently published, The Speaking 
Eye, written by a Chartered Accountant, Clark Smith, 
features a “tough, cross-grained investigating account- 
ant,” Nicky Mahoun, who in investigating the books and 
accounts of a factory for a “take over” bid finds himself 
in a tough company of corruption and killing. In this 
book the manipulation of accounts is a main ingredient 
of the plot. 

But there the list seems to end. 

However, there are other forms of literature besides 
the novel. One of the most significant is the short story, 
and here, on occasions, the man of figures is presented in 
a not altogether unfavourable light. 

In an excellent tale told by Miss Dorothy Black, the 
hero, of unassuming manner and homely rather than 
handsome appearance, audits the accounts of a famous 
fashion house. A kindly young man, he shares his sand- 
wiches in the lunch hour with the attractive but hungry 
heroine. Her affections, it would seem, are fixed upon an 
up-and-coming playwright with plenty of dash and a 
wonderful profile. Unfortunately, his play fails to reach 
the boards, and its author’s intentions, matrimonially, 
are not such as the readers of a woman’s magazine would 
approve. Disillusioned, the lady turns to the accountant, 
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In ACCOUNTANCY for July (pages 257-264) and August (pages 297-301) we reported the 
recommendations of the Royal Commission on the Taxation of Profits and Income, 


with his homespun virtues, to find in him her true beau 
ideal. Since it turns out that he is not only clever with 
accounts, but the scion of a noble house, the scene is set 
for happiness ever after. 

Now for the sting in the tail, the crux and quintessence 
of the story. 

Anderson was kind, if he wasn’t glamorous, and he had 

a good job. 

The remark, considered at its face value, is hardly 
flattering, for what man, worthy of his salt, seeks to win 
the woman of his choice by prowess of a merely occu- 
pational nature? However, reading between the lines we 
can see the fundamental feminine preference for the man 
with the non-artistic temperament and the ability to face 
up to the practical responsibilities of life. 

The accountant is such a man: “steady, cautious and 
proficient.”” He may never hit the highlights in Shaftes- 
bury Avenue, or on Broadway, but on the other hand, his 
employment is subject to no capricious ups and downs. 
Miss Black sums it all up for her circle of ultra-modern, 
critically-minded readers very neatly. “Accountants,” 
she makes Anderson himself say, “are never out of 
work”—a compensatory and comforting distinction 
which, apparently, they share with doctors, lawyers— 
and undertakers. 


Streamlining the Profits Tax 


By L. A. HALL, A.c.A., A.S.A.A. 


with brief discussions on a number of points. We now present the fourth of a series of 

articles giving more detailed commentaries on the major suggestions of the Royal 

Commission. The first, Enlightenment on Stock-in-Trade, by C. D. Hellyar, F.c.A., 

appeared on pages 301-4 of the August issue; the second, Corporate Taxation, by 

Frank Bower, C.B.E., M.A., on pages 341-4 of the September issue, and the third, 

Taxation of Income from Property, by H. A. R. J. Wilson, F.C.A., F.S.A.A., On pages 
379-83 of the October issue. 


WHEN THE FINAL REPORT of the Royal Commission was 
published last June we were in the midst of the railway 
strike. The words “‘differential rates” then heard so many 
times occur many more times in the discussion by the 
Commission of profits tax rates; and the present form of 
the tax itself is distinguished in the report by the title of 
“differential profits tax.” 

The majority report comes down strongly against the 
differential profits tax. It finds little in favour of it. It 
recommends that the differential rates (a higher rate on 
distributed than on retained profits) should be dropped; 


and that the tax should be streamlined so as to make it a 
single-rate tax on total profits: The minority of the 
Commission would make the tax a single-rate one only if 
there were a substantial guid pro quo (see below). 

But first the majority report discusses the criticisms of 
the tax in its present form. 


Criticisms of the Tax 

The complexity of the profits tax legislation was a general 
ground of criticism by those who made representations to 
the Commission. This complexity is recognised and the 
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Commission believes that it is the differentiation in rates 
that accounts for much of the complication in the legis- 
lation. It may be added that the legislation has tied itself 
into further knots with every change in the rates—with 
consequential amendments to distribution charges and 
repaid loan adjustments. The seventh schedule to the 
Finance Act, 1952, which deals with these matters, is a 
warning of the grim prospect if there should again be 
further changes in the differential rates under the present 
scheme. 

The majority of the Commission goes on to say: “we 
investigated a number of points of varying importance 
which illustrated the complexities and sometimes the 
capriciousness of the incidence of the tax.” But in its 
report it concentrates on two important and telling 
criticisms which it regards as crucial. They are the 
criticisms of: 

(1) the treatment of Preference dividends and 

(2) the charge for the withdrawal of non-distribution 

relief. 


Preference Dividends 

The first criticism under this head is that the equity share- 
holder feels it is inequitable that he should suffer the 
extra tax attracted by a dividend paid to the Preference 
shareholder. The Preference dividend is counted as a 
distribution and so attracts additional profits tax at the 
full rate; since there is no such thing as the deduction of 
profits tax from dividends, that extra tax becomes a 
charge against the balance of profit available for the 
equity shareholder. As the report logically says, there is 
nothing else it can be a charge on! 

The second criticism is. again of an inequity—that 
there is unfair incidence of the tax as among different 
companies. This, too, has repercussions on the individual 
equity shareholder. Company A, for example, may have 
Preference capital that is high in relation to Ordinary 
capital. Therefore, says the report, it may find itself 
distributing what may amount to a considerable propor- 
tion of its profits for the year, thereby incurring the 
penalty of the full rate of profits tax, for no other reason 
than that its capital structure leaves it no option. If the 
Preference dividend is passed, then the balance of voting 
power may be altered and the investment status of the 
shares seriously affected. Company B, on the other hand, 
with a different capital structure but the same profits, 
may be free to cut down or pass an Ordinary dividend. 

The minority report denies that the relation of Prefer- 
ence to Ordinary dividends matters—it considers that the 
important ratio is of dividends of both kinds to total 
profits. It asserts that a company paying a high ratio of 
Preference dividends is not placed at any special disad- 
vantage if the ratio of its Ordinary dividends to its profits 
is correspondingly low. The fact remains, however, that 
companies are not equally free to determine the distri- 
bution of profits. 

The majority report suggests that a single-rate tax 
would be “‘a good deal nearer to the lower rate of 24 per 
cent. than to the higher rate of 224 per cent.” By inference 
the minority report indicates 8 per cent. as the single rate 
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(assuming the conditions laid down by the minority for 
streamlining of the tax were satisfied). At its probable 
levels the flat-rate tax on all profits (instead of the 
present much higher rate on dividends) would materially 
reduce the impact on the equity shareholder and might 
entirely remove any feeling of inequity, although in fact 
tax would still be borne on the part of the profit paid out 
to the Preference shareholder. The only way to avoid tax 
being borne on this part of the profit is either to levy no 
tax on profits at all or to levy it only on undistributed 
profits—alternatives rejected by the Commission. 


Withdrawal of non-distribution relief 

The criticism under this head, dealt with fully in the 
majority report but ignored by the minority, is that under 
the present scheme a company has a potential tax liability 
accumulating year by year. This will ordinarily become an 
actual liability if the company distributes more than its 
profits in any period, and liquidation, in particular, may 
often make the charge imminent. — 

In principle, the present scheme is simple: the Inland 
Revenue gives relief for non-distribution and can take 
the relief back later. This withdrawal of previous relief is 
in principle very similar to the balancing charge on plant 
and machinery. In profits tax, however, the rates of non- 
distribution relief have been changed in previous periods 
and it is the most recent (and incidentally highest) rates 
of non-distribution relief which are taken back first. In 
effect L.I.F.O. applies—last in, first out. 

The following example shows the current effective 
rates of withdrawal of previous non-distribution relief 
and illustrates how the withdrawal of that relief is 
affected by the timing of the distribution: 


January, October, 
1947 1949 
to to 1951 
September, December, to TOTAL 
1949 1950 1954 


Non-distribution 

relief .. £10,000 £5,000 £15,000 = £30,000 
Distribution 7k 10 20 

charge, 1955 percent. percent. per cent. 


The first important point is that there can be with- 
drawn not more than the total non-distribution relief 
previously accorded. Therefore in our example any 
distribution charge in 1955, however large, would be 
limited to tax on £30,000. The effect is that the distribu- 


tion charge is not necessarily a straight calculation on the | 


distribution. One has first to look at the cumulative 
position from 1947 onwards. 

The second point is that the most recent non-distribu- 
tion relief is taken back first. If the excess distribution in 
1955 was, say, £21,000, then the actual charge in terms of 
tax would be: 


£ £ 
20 per cent. of 15,000 = 3,000 
10 per cent. of 5,000 = 500 
74 per cent. of 1,000 = 75 
£21,000 Total charge £3,575 
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If the excess distribution falls into the next year, in our 
example 1956, any non-distribution relief in the current 
year (1955) at 20 per cent. will be taken into account 
first, thus increasing the charge at 20 per cent. and re- 
ducing the charge at the lower earlier rates of 10 per cent. 
and 74 per cent. The actual tax liability can thus vary with 
the date as well as the amount of the distribution. 

Another variable factor is the source of the distribu- 
tion. If revenue profits are paid out as dividend, the 
profits tax charge is based on the gross equivalent of the 
net dividend paid. If, however, the return is from capital 
profits or in liquidation, the actual amounts paid would 
not be grossed-up. 

The report mentions the anomaly that although the 
total profits since. 1947 will have been reduced by profits 
tax paid away, the profit so paid away to the Inland 
Revenue is nevertheless counted as “undistributed” in 
assessing a later distribution charge. “It can be seen,” 
comments the report, “into what absurdities these com- 
plications lead.” 

The Commission concludes that the present system is 
unsatisfactory, since the charge is uncertain both in 
amount and in operation: and, failing legislation, its 
uncertainty will persist for an indefinite number of years. 


Loan capital 
. A further important criticism urged by those who made 
representations to the Commission was that the present 
distinction drawn between dividends and debenture or 
other loan interest encouraged undue reliance upon loan 
capital. This encouragement springs from the allowance, 
as a deduction in computing profits, of the gross interest 
on loans, debentures and notes (except in director-con- 
trolled companies, to which special provisions apply): 
the interest does not, that is, count as a distribution. On 
the other hand, Preference and Ordinary dividends are 
treated as distributed profits. 

The following figures based on those taken from The 


Economist show the trend in public debenture issues: 
Debenture Issues as 


Debenture Issues Percentage of total issues 


£ million (Debenture, Preference 
and Ordinary combined) 
1947 te 30 16 
1948 is 11 8 
1949 ae 11 9 
1950 - 64 48 
1951 oe 53 34 
1952 » 26 20 
1953 big 50 36 
1954 95 34 


It will be seen n that there has been a marked increase in 
debenture issues, particularly since the rates of profits 
tax were increased in 1949 and 1951, and that debentures 
now represent about one-third of new capital issues. The 
danger is that the saving in profits tax may encourage 
undue reliance on borrowed money and that this de- 
pendence may cause difficulty if there should later be an 
unexpected change from good to bad trade. 


Why the Differential? 
In the face of these criticisms the majority report looks 
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back to 1947, when the present differential form of tax 
was introduced, to see the purposes it was intended to 
serve. The first and simplest aim was to raise revenue, the 
Excess Profits Tax having just previously come to a 
timely and unlamented end. The second objective was to 
reduce the threat of inflation. The differentiation was 
designed to do this in two ways—by cutting distributions 
and by encouraging the ploughing-back of profits to 
finance an increase in production. In their reviews of the 
results of the differentiation, and in their recommenda- 
tions, the majority and minority reports pull different 
ways. 

The majority view, very briefly, is that there i is no safe 
inference that the ploughing-back of profits is less in- 
flationary in effect than their distribution. Some part of a 
larger distribution may be saved by the recipient. Com- 
panies should certainly be encouraged to distribute those 
profits they cannot put to fruitful use, since there is a 
chance that they will be invested elsewhere by the share- 
holders. Nor is the keeping down of dividends advan- 
tageous to the economy, for it depresses the value of 
shares and erects a barrier to the raising of new capital. 
The majority report continues that to some extent, too, 
the differential tax must be judged by its effectiveness— 
“we are disposed to think that . . . it can have only a 
minor influence on distribution policy when other 
influences combine to pull in the opposite direction.” 

The minority report makes the retort that this is only 
saying in effect that a differential rate of 20 per cent. is 
not enough. But it affirms that the differential profits tax 
can be a most efficacious instrument for keeping down 
dividend distributions in relation to earnings. Figures 
are quoted showing that comparing 1953 with the last 
pre-war year, 1938, gross trading profits of companies 
increased four times but over the same period gross 
dividends increased by only 42 per cent. But for the dis- 
couragement provided by the differential tax, the rise in 
dividends would have had the “‘most undesirable effects,” 
not so much on account of the increased spending out of 
dividends, but because of the far greater untaxed benefit 
which shareholders would have obtained in the form of 
capital gains in values. 


Recommendations 
The majority report sums up that while the use of 
differential rates may have been of some value in the 
immediate post-war period, the arguments against them 
increase with the years and in the end must prove decisive. 
The verdict is that the differential rates should be brought 
to an end and the profits tax simplified so as to make it a 
flat-rate tax on total profits. 

On the other hand, the minority is strongly opposed to 
the recommendation of the majority that the differential 
profits tax should simply be abolished, “though we 
would favour such a change as part of a wider reform 
which included the taxation of capital gains.” 

Reference is made by the majority to the abatement 
provisions and to the temptation to conduct a single 
business through a number of separate companies each 
getting the benefit of the reliefs. It is recommended that 
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when the profits tax is recast these reliefs should be 
omitted. 

Later in the report there is a recommendation that con- 
currently with the simplification of the profits tax the 
related anti-avoidance provisions should be cut down in 
number. 

A separate chapter in the majority report is devoted to 
special classes of corporation. The recommendations are 
given in our July issue (page 260). Very briefly, the effect 
of the recommendations is that nationalised industries 
and public utilities should be subject to profits tax on the 
same basis as other concerns, while industrial and provi- 
dent societies and building sociteies should pay the tax 
only on the retained balance of profit after deduction of 
interest on deposits and shares. 


The Commission went seriously into the attractive idea 
of doing away with income tax and profits tax on com- 
panies and substituting a combined corporation profits 
tax. One of the principal recommendations of the 
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minority is that this substitution of the single corporate 
tax should be made but in addition to paying the cor- 
poration profits tax companies would have to act as 
agents of the Inland Revenue in deducting income tax at 
the ruling standard rate from all interest and dividends 
paid out. The conclusion of the majority, however, is that 
the attractions of a single corporation profits tax, con- 
siderable though they are, do not outweigh its disadvan- 
tages. Perhaps, wisely, it is a case of “Better the devil you 
know than the devil you don’t know.” The majority 
accepts the necessity for subjecting company profits to a 
special tax régime that is something more than a mere 
attempt to collect personal income tax in advance. As 
that necessity is fundamental, then a separate profits tax 
has the merit of being a flexible instrument of policy 
easily adjustable to changing conditions. It can thus 
exercise a steadying influence. 

The next move is with the Chancellor of the Ex- 
chequer. Will he decide that profits tax.should be retained 
in its present basic form or that it should be streamlined 
into a single-rate tax or, even, that there should be only 
one corporate tax instead of two? 


Estate Duty when a Remainderman Dies 


By GEORGE C. MASON, B.A. 


ORDINARILY, IT IS not very difficult to 
fix the amount of estate duty payable 
on the death of a remainderman 
whose interest is postponed to a 
subsisting life estate. In its simplest 
form, the situation requires only a 
practical application of the prin- 
ciples of Section 7 (6) of the Finance 


of the interest when it falls into 
possession shall be calculated 
according to its value when it 
falls into possession together with 
the value of the rest of the estate 
as previously ascertained. 


It will be noted that the sub- 
Section permits the option of paying 


the “other property” and duty is 
payable, at the resultant aggregated 
rate, upon the whole of the aggre- 
gated fund. 

If it is elected to postpone payment 
of duty until the expectancy falls in, 
it still remains necessary to establish 
the value of the reversion. This 


Act, 1894. This enacts: 


Where an estate includes an in- 
terest in expectancy, estate duty in 
respect of that interest shall be paid, 
at the option of the person account- 
able for the duty, either with the duty 
in respect of the rest of the estate or 

when the interest falls into possession, 

and if the duty is not paid with the 
estate duty in respect of the rest of 
the estate, then— 

(a) for the purpose of determining 
the rate of estate duty in respect 
of the rest of the estate the value of 
the interest shall be its value at 
the date of death of the deceased, 
and 

(6) the fate of estate duty in respect 


the estate duty upon the death of the 
remainderman, in respect of the 
reversionary interest, or of post- 
poning payment until the interest 
comes into possession. 

If it is elected to pay the estate duty 
upon the death, it is first necessary 
to ascertain the value of the expectant 
interest by deducting from the value 
of the property, as at the date of 
death of the reversioner, the value of 
the subsisting life estate. The value 
of that estate may be ascertained by 
an actuarial calculation or by way of 
the succession duty tables. The value 
of the expectant interest, as so 
ascertained, is then aggregated with 


value, as before, is aggregated with 
the “other property” passing on the 
death of the remainderman, but only 
for the purpose of ascertaining the 
rate payable on the “‘other property.” 
When the reversion falls in, to 
ascertain the rate of duty applicable 
to the reversionary property, the 
value of the property released from 
the life estate is added to that of the 
“other property” which passed on 
the death of the remainderman. 


Examples 
(i) Payment not postponed 

A. was entitled at his death to an 
interest in expectancy valued, at that 
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time, at £5,000. There also passed upon 
his death certain securities of his, valued 
at £8,000. The aggregated fund was 
therefore £13,000, and duty at 8 per 
cent. was payable on £13,000. 

(ii) Payment postponed . 

The facts were as in (i) above, with 
the addition that when the expectancy 
fell into possession its value was £9,000. 
Duty will have been paid at 8 per cent., 
but only on £8,000. The sum of £9,000 
is added to £8,000 to produce a figure of 
£17,000. The appropriate rate on £17,000 
is 10 per cent., and this is payable on 
£9,000. 


Reversion Passing as Settled Property 
It may be observed that, in the fore- 
going examples, the estates in ex- 
pectancy are to be taken as devolving 
on the personal representatives of the 
deceased as assets for the payment of 
his debts. If this is not so, the ex- 
pectancy passes as settled property 
and by virtue of Section 33 (1) of the 
Finance Act, 1954, the “other pro- 
perty” would not be aggregable 
unless it exceeded £10,000. It is, 
however, difficult to understand how, 
when the person entitled to an estate 
in expectancy has died, the estate can 
be conceived as having any value, 
unless it could devolve on the per- 
sonal representatives of the remain- 
derman. If an expectant life estate is 
held by a living person, the future 
interest has a contingent value. But 
if it was held by a person now dead, 
the interest has failed to come into 
possession and it would appear that 
relief would be available under 
Section 5 (3) of the Finance Act, 
1894, by reason of the failure of the 
interest before it became an interest 
in possession. 


Additional Deductions 
The examples illustrate the deduction 
of subsisting interests in the simplest 
form, but even if the only subsisting 
interest on the death of the remain- 
derman is a single life estate, there 
are usually further factors of deduc- 
tion to be considered. These factors 
are the estimated estate duty and 
costs to be paid on the death of the 
life tenant and, in addition, if pay- 
ment is postponed, the actual estate 
duty and costs so payable. 

If it is elected to pay the estate 
duty on the death of the remainder- 
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man, as in example (1) above, there 
may be taken from the value of the 
expectancy a deduction of the anti- 
cipated estate duty and costs in 
respect of the property. If it is elected 
to postpone payment of duty, the 
same deductions may be taken for 
the aggregation purposes indicated 
in example (ii), and when the rever- 
sion falls in, the actual estate duty 
and costs may be deducted. The anti- 
cipated estate duty can be fixed only 
by agreement with the Estate Duty 
Office. 


Examples 
(i) Payment not postponed 

a = value of property; b = value of 
subsisting interest; c = anticipated 
estate duty and costs on death of life 
tenant; d = value of other property 
passing. 

Then, the value of the aggregated 
fund upon which duty is payable = 
a—(b+c)+d. 

(ii) Payment postponed 

a, b, c and d are as in (i) above, and 
e = actual estate duty and costs paid on 
death of the life tenant. 

Then, on the death of the remainder- 
man the rate is that appropriate to 
a—(b+c)+d payable on d. On the 
falling in of the reversion the rate is that 
appropriate to (a+d)—e payable on 
a—e. 


Subsisting Life Estates 

The deceased may be entitled to more 
than one reversion. His interests in 
this way may take two forms. 
Either he may have an interest in 


Blackacre expectant on a life estate . 


and an interest in Whiteacre also 
expectant on a life estate, or he may 
have an expectant interest in Black- 
acre, of which A. and B. are life 
tenants as to (say) a moiety each. 
There is no difference im principle 
between the two cases for in both 
there are two reversions. In the first, 
there is a reversion in Blackacre and 
one in Whiteacre. In the second, 
there is a reversion in a moiety of 
Blackacre, expectant upon the death 
of A., and also a reversion in a 
moiety of Blackacre, expectant upon 
the death of B. 

If it is elected to pay duty upon the 
death of the remainderman, the 
value of the other property passing 
on the death is aggregated with the 
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value of the reversions, and duty is 
payable on the aggregated fund, less 
deduction for anticipated costs and 
estate duty. 

The rule concerning the payment of 
postponed duty is that the property 
to be aggregated with the second 
reversion includes the anticipated and 
not the final value of the first rever- 
sion. 


Example 
A. died possessed of non-reversionary 
property valued at £5,000, a reversion 
expectant upon the death of B., valued 
at £4,000 and a reversion expectant upon 
the death of C., valued at £6,000. B. 
dies before C., and the property falling 
in is valued at £8,000. The following 
calculations may then be made. 
£ £ 

A.’s non-reversionary 

property 
Reversion expectant 
on the death of C. 
(£6,000 less anticipated 
estate duty and costs, 
say, £150) ae 
Value of property fall- 
ing in on B.’s death 
(£8,000 less actual duty 
and costs, say, £200) . . 


5,000 


5,850 


7,800 
£18,650 

Rate appropriate to estate of £18,650 
charged on £7,800. 

On C.’s death, the property falling in 
is valued at £10,000. 

£ £ 

A.’s non-reversionary 
property 
Reversion expectant 
upon the death of B. 
(£4,000 less anticipated 
estate duty and costs, 
say, £150 
Value of property fall- 
ing in on C.’s death 
(£10,000 less actual 
costs and estate duty, 
say, £400) 


5,000 


3,850 


9,600 


£18,450 


Rate appropriate to estate of £18,450 
charged on £9,600. 


Contingent Life Estate 

The reversion may be expectant on a 
life. estate in possession and on a 
contingent life estate. For example, 
property may be settled upon A. for 
life, on B. for life should he survive 
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A., and on C., absolutely. In such 
cases the values of the outstanding 
interests are calculated by tables 
relating to the value of an interest for 
the longer of two lives. The tables to 
the Succession Duty Act or other 
suitable tables may be employed. 

It may be elected to pay duty on 
the death of the reversioner, or to 
postpone payment. There is, how- 
ever, a complication, because the life 
tenant in expectancy may never come 
into possession, and accordingly 
there may be no estate duty payable 
in respect of the interest which failed. 
In these circumstances, the antici- 
pated estate duty is reduced by the 
contingency that it may not be 
payable at all. 


Examples 
(i) Payment not postponed 

The non-reversionary property is 
worth £5,000; the value of the reversion 
expectant on the longer of two lives is 
£10,000; the anticipated estate duty and 
costs on death of life tenant in posses- 
sion are £100; the anticipated estate 
duty and costs on death of life tenant 
in remainder are £200, but are reduced 
to £150 by the contingency of non- 
survival. Then, £10,000—(£100+-£150) 
=£9,750, and £5,000+-£9,750=£14,750. 

Rate appropriate to estate of £14,750 
charged on £14,750. 
(ii) Payment postponed 

The rate of duty as in (i) is paid on 
the non-reversionary property of £5,000. 

The value of the reversion falling in 
is £15,000. Deduct the actual estate duty 
and costs on the death of the life tenant 
in possession at death of remainderman, 
and actual estate duty and costs, if any, 
payable on death of life tenant who was 
in remainder at death of remainderman 
(say, £500), i.e. (£15,000 —£500) +£5,000 
=£19,500. 

Rate appropriate to estate of £19,500 
charged on £14,500. 


Continuing Annuity 
An annuitant is not entitled in 
possession to any portion of the 
property out of which his annuity is 
payable; see A-G v. Lane Fox [1924] 
2 K.B. 498; Re Duke of Norfolk, 
Public Trustee v. C.I.R. [1950] Ch. 
467; Re Lambton’s Marriage Settle- 
ment [1952] Ch. 752. It is, therefore, 
not correct to assume that the exist- 
ence of an annuity has the effect of 
postponing the interest of the person 
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entitled to the property subject to 
the annuity, so as to constitute him a 
remainderman in the property or in 
that portion of it notionally produc- 
ing the annuity. 

The appropriate deduction here is 
the actuarial value of the annuity for 
the life of the annuitant. Thus, if A. 
is entitled to property which is 
subject to an annuity in favour of B., 
and if A. dies survived by B., the 
whole of the property is deemed to 
pass on A.’s death and a deduction 
may be taken for the value of the 
annuity, as already indicated (Re 
Longbourne’s Marriage Settlement 
[1952] 2 All E.R. 933). Deduction 
may also be taken for the anticipated 
estate duty on the death of the 
annuitant. 


Subsisting Life Estate Subject to 
Subsisting Annuity 

A further complication is that the 
limited interest may be subject to an 
annuity. For example, property may 
be limited to A. for life subject to an 
annuity in favour of B., and to C. 
absolutely: C. may die survived by 
A. and B. This is a somewhat com- 
plicated situation, especially if it is 
elected to postpone payment of duty, 
and the matter will first be considered 
on that basis. 

The values of the life estate and the 
annuity are first added together and 
the total sum is deducted from the 
value of the property as at C.’s 
death. 

The next deduction is of the esti- 
mated estate duty payable on the 
respective deaths of the life tenant 
and annuitant. This deduction, as 
indicated above in a different con- 
text, must be a matter of agreement 
with the Estate Duty Office. The 
amount of the deductions will depend 
to a certain extent on whether the life 
tenant is senior or junior to the 
annuitant. The senior interest will be 
presumed to cease before the junior 
interest and, as the position is more 
complicated when the life interest is 
the first to fall in, the matter will be 
considered on the basis that the life 
tenant is the senior. 

Upon the death of the life tenant 
there is a deduction, from the pro- 
perty passing, in respect of the 
subsisting annuity. The effect of this 


deduction is to reduce the value of 
the property then passing, and there- 
fore to reduce the estate duty payable 
on it. This in turn reduces the 
allowance, on the death of the 
remainderman, for anticipated duty 
on the death of the life tenant. The 
duty on the death of the annuitant 
will become leviable by the com- 
bined operation of Section 2 (1) (6) 
of the Finance Act, 1894, and Sec- 
tion 7 (7) of that Act, upon the basis 
of the notional portion or “‘slice”’ 
producing the annuity. 

The deduction from the property 
passing on the death of the life 
tenant for the continuing annuity can 
only be calculated on the “‘slice”’ or 
on its actuarial value. Of the two 
methods, the “slice” will represent 
the greater deduction (Re Malone 
[1951] I.R. 269) with the conse- 
quence that a smaller amount of 
duty will be paid on the death of the 
life tenant, producing the further 
consequence that, on the remainder- 
man’s death, smaller deductions will 
be available for the anticipated duty 
on the death of the life tenant. 

In one sense it is an advantage to 
the estate of the deceased remainder- 
man that the “‘slice’”’ method should 
be employed in respect of the deduc- 
tion of the subsisting annuity, for it 
means that less estate duty has to be 
paid out of that*property which will 
eventually come into the possession 
of his estate. In another sense it may 
be a disadvantage, for, as has been 
seen, the estate duty payable on the 
other property of the deceased is at 
the rate determined by the addition 
to that property of the value of the 
expectant interest, less anticipated 
estate duty and costs in respect of 
subsisting interests. 

If, therefore, the value of the 
expectancy is increased by a smaller 
deduction for estate duty on the 
death of the life tenant (as it would be 
if the “slice” method was employed 
in respect of the deduction for the 
subsisting annuity) the greater is the 
chance that the increased value of the 
expectancy may move the rate pay- 
able on the other property into a 
higher rate, over and above the 
margin provisions. 

It would seem from Re Long- 
bourne that the balance of authority 
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is against the “slice” method of 
deduction in the particular circum- 
stances indicated, but it may be that 
the Commissioners would be un- 
willing to commit themselves to the 
acceptance of any one of the 
methods in estimating the future 
deduction for the annuity, because 
they would be bound by it when the 
time for deduction was actually 
reached. If this view is correctly 
stated, the deduction figure for the 
annuity would first be taken upon an 
actuarial basis, and the duty to be 
deducted on the life tenant’s death 
would be based upon the value of the 
property less the actuarial value of 
the annuity, with an allowance for 
the fact that the “slice” deduction 
may be appropriate and with regard 
to the contingency that the annuitant 
may not survive the life tenant. 


Example 
Value of property at death of re- 
mainderman is £10,000; value of life 
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estate at death of remainderman is £500; 
value of annuity at death of remainder- 
man is £600; estimated estate duty on 
death of annuitant is £70; actuarial value 
of annuity on death of life tenant is 
£300; value of annuity on slice basis is 
£2,700; value of property anticipated to 
pass on death of life tenant on actuarial 
deduction of annuity is £9,700; value of 
property anticipated to pass on death of 
life tenant on slice deduction of annuity 
is £7,300; value of property anticipated 
to pass on death of life tenant if 
annuitant predeceases him is £9,930. 
Then, the deductions on the death of 
the remainderman are: £10,000 —(£500 
+£600 +£70+duty on agreed figure as 
between £9,700, £7,300 and £9,930). 


The figure reached in the example 
is that which has to be aggregated 
with the value of the other property 
of the deceased, upon the principles 
already considered. The property 
will fall into possession on the death 
of the life tenant and if the annuitant 
is then living it must then be deter- 
mined whether the actuarial method 


Taxation Notes 


Redemption of Land Tax 

Many people seem to have over- 
looked that land tax was compul- 
sorily redeemable on January 1, 
1954, if the beneficial owner of the 


land on April 1, 1950, was a 
corporate or unincorporate body of 
persons (e.g. a partnership or a club 
or the sole trustee of a charitable or 
public trust). The redemption money 
is payable by the person who owned 
the property on April 1, 1950, not by 
the purchaser (if any). Where a 
reminder has not been issued appli- 
cation should be made to the Land 
Tax Redemption Office, Inland 
Revenue, Barrington Road, Worth- 
ing, Sussex. 


Sur-tax 

Much comment has been made on 
the “starting point” of the liability 
to sur-tax. This has been £2,000 since 
1920/21, regardless of the fall in 


value of money. Replies by the 
Financial Secretary to the Treasury 
to questions in Parliament add power 
to the suggestion that it is time the 
£2,000 was increased. He admitted 
that the gross earned income required 
in 1954/55 by a married man with 
two children to equal, after deduction 
of tax, the purchasing power of a 
gross earned income of £2,000 in 
1920/21 was about £3,910. The 
comparable 1920/21 figure for a 
grossed earned income of £2,000 in 
1954/55 was about £1,275. 

The big jump in taxation imme- 
diately the £2,000 is exceeded is 
another important factor. The first 
£25 of earned income over that 
amount attracts earned income re- 
lief; thereafter it ceases. 

In 1955/56 a married man with 
two children and a gross earned 
income of £2,000 finds that the first 
£1,029 exhausts all the reliefs except 
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of deduction or the “slice” method 
is appropriate for the annuity. The 
actual estate duty on the life tenant’s 
death, and the anticipated estate duty 
on the annuitant’s death, will then be 
the appropriate deductions from the 
actual value of the property. The 
figure ascertained after making these 
deductions is aggregated with the 
other property passing on the death, 
to arrive at the rate of duty payable 
upon the property falling into posses- 
sion. 

If the annuitant predeceases the 
life tenant, duty is payable on the 
notional portion or “‘slice”’ producing 
the annuity and, as indicated, no 
deduction is available on the death 
of the life tenant in respect of the 
annuity apart from the duty upon it. 

If it is elected to pay the estate duty 
on the reversion upon the death of 
the reversioner, this duty is payable 
at the aggregated rate on the whole 
aggregated fund, ascertained as indi- 
cated earlier. 


that for earned income. 

The liability of a married man with 
two children and a gross income of 
£2,500 (all earned) can be divided up 
thus: 

(a) First £1,029, less earned income, 

personal and children reliefs, leaves £360 

taxable at the reduced rates—tax £93. 

(6) The next £971, less earned income 

relief, leaves £755 taxable at the standard 

rate—tax £320 17s. 6d. 

(c) The next £25, less earned income 

relief, leaves £20 taxable at the standard 

rate, but the £25 also attracts sur-tax at 
2s.—tax £11. 

(d) The next £475 attracts income tax at 

the standard rate plus sur-tax at 2s.— 

tax £249 7s. 6d. 


The effective rates on the respec- 
tive stages are, therefore: 

(a) Approximately 1/94 in the £ 

(d) te 6/7 in the £ 

(c) a 8/94 in the £ 

(d) * 10/6 in the £ 

The effective rates, when the total 
tax is spread over the total income to 
each point, are: 

(a) Approximately 1/94 

(6) 4/14 

(c) 9 4/2 

5/44 
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The nicest thing the typist can say about 
her machine is nothing at all. A good typewriter doesn’t 
draw attention to itself—it does all you want it to quietly 
and quickly and well. And the Imperial ‘66’ is the most 


efficient and most unobtrusive of all. . 


Imperial 
typewriters 


IMPERIAL TYPEWRITER CO. LTD., LEICESTER AND HULL 


“You know, you and | have 

something in common.”’ 
“Of course,” cooed the perfect secretary, “‘we both 
like Ford’s blotting paper.” 

“Beautiful,’’ he breathed, ‘and the colour—"’ 
“‘ Twenty-four colours to choose 
from,” she sparkled. “Gay 
ones for gay days, and rest- 
Sul ones for the day after.” 


“So efficient and—’’ 


“‘And—the way it soaks up 
ink is fantastic. It’s so 
absorbent it’s practically 
insatiable.” 


“| feel—”’ patiently started the boss. 
“‘Ford’s blotting paper is so 
soft and velvety,” accurately 
finished the secretary. 
“Maximum bulk for any given 
weight,”” murmured the boss. 

“‘So strong,” sighed the secretary. 


“Ah!” smiled the boss. 
“That's because it’s 100%, rag.”’ 


FORD 
A283 


REGISTERED WATERMARK 


The only blotting paper worth having 
T.B. Ford Ltd., 101 High Holborn, London, W.C.1 


FORD’S BLOTTERETTES -———~—7 


Ford’s Blotterettes are handy-sized strips of extra thick Ford’s 


blotting paper, in packs of 20 assorted colours. It’s rare to find | 
something so useful so decorative, or something so decorative | 
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KEEP YOUR FINGER 
ON THE 
PULSE OF INDUSTRY 


The best way to learn the “‘ins 
and outs” of any industry is to 
get books on the subject from 
Smith’s. The best titles for your 
needs will gladly be suggested if 
required. The latest books on 
recent developments in account- 
ancy and new visual and elec- 
tronic aids can be supplied 
quickly through your local 
Smith’s shop or bookstall. 


FOR TECHNICAL BOOKS 
Head Office: STRAND HOUSE, LONDON, W.C.2 


% Your stationery and printed matter 
can also be supplied through our 
local branch. 


An excellent agency offer 
to professional men 


BELMONT FINANCE CORPORATION LTD. 
BANKERS 
Registered Office: 22 Queen Street, London, E.C.4 
Branches in the principal cities of the U.K. 


Professional Men are invited to apply for 
Agencies of our Banking Department. The 
remuneration is not solely an introductory fee, 
but continues as long as the client’s account is 
with the Belmont Finance Corporation Ltd. 


There is no limit to the amount of Capital which 

the Corporation can accept. Interest 7% per 

annum. 

_ The strength of the security offered by the Corporation 

lies in the following factors :— 

I. There are no debentures, and it is not proposed to 
place anything in priority to the Depositors’ security. 

2. The ratio of paid-up Capital and Reserves to the total 
of Deposit and other accounts was approximately 20% 
at the end of April, 1955. 

3. Total Assets £500,000 Os. Od. 

A copy of the Accounts can be obtained on application. 


Place your clients’ savings on deposit with the 
BELMONT FINANCE CORPORATION LTD. 
Today’s Finest Investment 


Send for Brochure to The Secretary, Belmont Finance Cor- 
poration Ltd., Belmont House, Westcote Road, Reading 


‘TAXATION?’ 


INCOME 
TAX 


EDITED BY RONALD STAPLES 


CLEAR, CONCISE AND COMPLETE 


AUTOMATIC THUMB INDEX 


The Five Second Reference Book 


FINANCE ACT,1955 EDITION 


To Taxation Publishing Company Limited 


98 Park Street, London, WI ye Mayfair 7888 
Send... sccas — of ‘KEY TO INCOME TAX’ at 10/3 
Post free 
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Unilateral Relief 

Late in 1953 a colonial company 
paid a dividend of Is. 3d. a share, 
from which United Kingdom income 
tax was deducted at 9s. Od. in the £. 
The company has now advised share- 
holders that the Revenue in the 
United Kingdom has notified the 
company that unilateral relief is 
available at 6s. 3d. in the £ or at the 
shareholder’s appropriate rate, if 
lower. In addition, relief is to be 
given under Section 201, Income Tax 
Act, 1952, because the profits of the 
company include profits on which 
United Kingdom income tax has been 
paid: the appropriate fraction is 
26/100ths. The total of the two 
reliefs cannot exceed the tax on the 
dividend at the taxpayer’s appro- 
priate rate. 


Readers may find the follow- 
ing specimen calculations of some 
interest. 

(1) Single taxpayer with a total income of 

£4,800, of which £3,000 is earned. He 

owns 3,600 shares, the dividend on 
which (£225) is included in the £4,800. 

It should be noted that to find his 
appropriate rate, the dividend is not 
“grossed” by reference to the Colonial 
tax. 


£ s. 
Total income .. .. 4,800 0 0 
4,680 0 0 
Tax on £400 .. £10210 O 
£4,280 at 9/- .. 1,926 0 0 
2,028 10 0 
Appropriate rate 2075-5 — 8/54 (approk.) 
Therefore relief is at 6/3 
Add tax at 6/3 on gross equivalent 
(£225 x £327 
Section 201 relief 2 x £327 5 5 
Unilateral relief 102 5 5 
140 11 2 
£327 5 at 8/54 = £138 5 10 
Ti dividend of 
ax at — On gross v 
147 5 5 


819 7 
Tax deducted at source: £225 at 9/- 101 5 0 
Repayment due 


Surtax is payable on £327 5s. 5d. not £225. 

To obtain the full relief of £140 11s. 2d. 
the appropriate rate would have to exceed 
8s. 7d. in the £. 

(2) Taxpayer with appropriate rate of 

5s. in the £, who had a dividend of £25. 

Relief limited to 5s. in the £. 
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Add Tax at 5/— on gross equivalent 
(£25 x Ran) £33 6 8 868 


33 6 8 


Section 201 relief 26 x £33 6 8 at 9/- £318 0 
Unilateral relief £33 6 8 


at 5/- oe 8 68 
Less Section 201 relief 318 0 
48 8 
Total relief .. £8 6 8 
ax at — on gross dividend 
£33 15 0 0 
otal 8 6 8 
613 4 
Tax deducted at source: £25 at 9/- = 11 5 0 


Repayment .. in’ 4il 


Effect is given to this by grossing at the 


rate at which relief is given. 
d. 
True gross at 6/3 (£25 x $0) =< e's 
Tax at6/3 thereon .. £11 7 3 
Less Relieved ce 8 6 8 
Amended ha regard to 
relief at 5/- only 33 6 8 


Recent Developments in Taxation 
One of the papers at the autumn 
meeting of the Institute of Chartered 
Accountants in England and Wales 
last month was entitled Recent 
Developments in Taxation. It was 
presented by Mr. J. E. Talbot, F.c.a. 
The publication in June last of the 
final report of the Royal Commission 
completed a grand inquest into the 
system of taxing profits and income. 
Proposals for revalorisation and re- 
placement allowances as alternative 
remedies for the effects of inflation 
had again been considered and 
rejected. The existing system of 
depreciation allowances had received 
general approval, accompanied by 
recommendations for several exten- 
sions, of which the most important 
was the proposal to give annual 
allowances of 14 per cent. on com- 
mercial buildings, as previously advo- 
cated by the first Tucker Committee. 
The achievement of consistency in 
the basis of assessment to income tax 
may have been brought a step nearer 
by the proposal to adopt the current 
year basis for assessing the profits of 
companies and income from over- 
seas; it was a pity that for reasons of 
administration the recommendation 
could not be extended to cover the 
business profits of individuals and 
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partnerships and untaxed income 
arising in this country. 

Differences of view between the 
majority and a minority of the Royal 
Commission still left the final verdict 
open on some major questions. 
Among these were the taxing of 
capital gains, the case for which, it 
might be considered, had not been 
established. The majority proposal to 
retain the present system of taxing 
corporate profits and dividends, 
subject to recasting the profits tax 
into a flat-rate tax on total profits, 
would probably commend itself to 
many business men and accountants. 

The three recommended exten- 
sions of the relief of double taxation 
did not go far and left the complex 
system of tax credits basically un- 
altered. The Institute, said Mr. 
Talbot, had advocated the alternative 
method of reciprocal exemption from 
tax between one country and another. 
A very similar recommendation was 
put forward in February last by the 
International Chamber of Com- 
merce. 

Both the Royal Commission and 
the second Tucker Committee before 
it unanimously accepted that suitable 
superannuation schemes for profes- 
sional men should be accorded full 
tax relief: the speaker hoped the 
Government would not delay longer 
in implementing the recommenda- 
tion. 

Reference was made to various 
developments in statute law in recent 
years and the leading cases argued 
before the Courts were reviewed— 
since 1945 the judgments of the 
Courts had filled no fewer than ten 
volumes of the official tax cases, 
compared with only twenty-five vol- 
umes during the whole of the previous 
seventy years. 


A Taxation Compendium 

The Federation of British Industries 
has published a digest of the reports 
of the Royal Commission and the 
two Millard Tucker Committees. It 
was prepared by Mr. Frank Bower, 
C.B.E., Chairman of the Taxation 
Committee of the Federation, and 
will be welcomed by those who find it 
difficult to spare the time to read the 
voluminous reports or who require 
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at their side a ready guide to them. 
As is usual with anything prepared 
by Mr. Bower the digest is an ex- 
cellent production. In 83 pages he 
presents the gist of the reports and 
adds an index with references to the 
original reports as well as to the 
digest itself. To condense some 900 
pages in this way is an achievement. 


Modern Back Duty Practice 
Mr. Ronald Staples, Editor of 


Taxation, gave a paper with this title 
at the annual conference of the 
Association of Certified and Cor- 
porate Accountants in Edinburgh 
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last month. The paper will be read 
with profit by all engaged in back 
duty cases. In it Mr. Staples deals 
with such practical aspects as betting 
wins; accumulations of cash; in- 
terviews with Inspectors of Taxes; 
division of duty lost into that legally 
recoverable and that not legally 
recoverable and the penalty position; 
omission of a wife’s income; the 
settlement, etc. 

Mr. Staples raises again the sug- 
gestion he has made consistently 
over many years that a “time 
sanctuary” should be offered in 
which those who put their affairs in 


Recent Tax Cases 


Income Tax 

Annual Payments — Divorce suit— 
Maintenance order—Registrar’s order 
for interim maintenance at a specified 
rate per week—Appeal against Regis- 
trar’s order—Order by judge for payment 
at specified rate per week “free of tax” — 
Appeal against judge’s order, Matri- 
monial Causes Act, 1950, Section 19— 
Income Tax Act, 1952, Section 170. 


J. ». J.(C.A. May 16, 1953, T.R. 193) 
arose out of a divorce suit in which the 
Registrar had made an order for the 
husband. to pay to the wife interim 
maintenance at the rate of £2 per week 
“free of tax” but, on appeal, the judge 
had ordered the husband to pay to the 
wife £5 10s. a week “‘free of tax” as from 
September 1, 1954, to October 1, 1955. 
The wife had obtained a decree of 
divorce on December 17, 1953, and an 
order for the custody of the two children 
of the marriage in respect of whom 
maintenance orders had also been 
made. In the Court of Appeal, Hobson, 
L.J., giving the leading judgment said 
that the judge had misunderstood the 
legal position regarding the tax in 
respect of annual payments. He had 
intended that the wife should receive 
£5 10s. a week in cash free of all deduc- 
tion, not that she should receive £5 10s. 


By W. B. COWCHER, 0.B.E., B.LITT. 


per week plus income tax relief on the 
tax deducted: 


He was, I think, striving to do that which 
Lord Merrivale had endeavoured to do in 
Daynell Steyning v. Daynell Steyning 
(1922, P. 280) namely to divide up the 
income of the parties in arithmetically 
fair shares after providing for taxation. 
This fact is now recognised to be im- 
possible, and the best that can be done is, 
in comparable cases, to make a gross 
order which, in the known circumstances 
at the current rate of tax, will give the 
wife a figure approximate to that which 
the Court intends her to receive when her 
allowances are taken into account. 


In the circumstances, he held that £7 

gross should be substituted for £5 10s. 

free of tax: 
On an order in this form, the husband 
will be entitled, if not bound, to deduct tax 
at the standard rate, and in doing so will 
be liable to the Revenue accordingly, and 
the wife will be entitled to make such 
claim for income tax rebate as is appro- 
priate having regard to her own relevant 
means and circumstances. 


_The Master of the Rolls in a short 


judgment agreed with Hobson, L.J., 
whilst Parker, L.J., said he agreed with 
both. 

Whilst the substitution of “gross” for 
“free of tax” orders has been a decided 
improvement, the difference between the 
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order would escape penalties other 
than interest on the duty in arrear. 
He also mentions the case of a 
defaulter who drew a cheque in 
settlement of the agreed offer on a 
bank account which he had not dis- 
closed during the inquiry! 

He concludes with a review of 
what the Royal Commission says on 
the subject of back duty. 


Double Taxation Relief 

Tables of Effective Rates of Income 
Tax, 1955/56, have been issued by 
Her Maijesty’s Stationery Office, 
price 9d. net. 


right to deduct tax given to the payer by 
Section 169 of the 1952 Act and the duty 
imposed upon him by Section 170 can 
produce complications that are probably 
of greater theoretical than practical 
importance. 


Sur-tax 
Undistributed income of company under 
control of not more than five persons— 
Colliery business nationalised—Interim 
and revenue payments in respect of 
compensation—Whether an investment 
company—Income Tax Act, 1918, Sec- 
tion 14—Finance Act, 1922, Section 21— 
Finance Act, 1936, Section 20; Finance 
Act, 1937, Section 14—Finance Act, 
1939, Section 14— Coal Industry 
Nationalisation Act, 1946, Sections 5, 19 
—Finance Act, 1947, Section 43—Coal 
Industry (No. 2) Act, 1949, Section 1. 


C.1.R. vy. Parkhouse Collieries Ltd. 
(Ch. May 25, 1955, T.R. 185), was a case 
with facts and the issue similar to those 
in Waterloo Main Colliery Co. Ltd. v. 
C.1.R. (1954, 33 A.T.C. 359; T.R. 355), 
noted in our issue of February last (page 
68). The company’s colliery undertaking 
had become vested in the National Coal 


Board on January 1, 1947, and underthe .- 


relevant legislation it had thereupon 
become entitled to compensation. Pend- 
ing final settlement it was entitled to and 
had received “interim income and 
further revenue payments”; and it had 
been found in the stated case that after 
the loss of its colliery assets the com- 
pany had remained in being solely for the 
purposes of getting the compensation 
due to it. A compensation award made 
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upon August 7, 1952, had been followed 
upon September 23, 1952, by a special 
resolution for the winding-up of the 
company. By virtue of the special legis- 
lation referred to in the heading to this 
note, the income of the company for 
the three years 1947-48, 1948-49, and 
1949-50 fell to be deemed to be the in- 
come of its members for sur-tax pur- 
poses irrespective of how much or how 
little had been distributed in dividends, 
unless : 

(1) the whole of the actual income of 
the company was estate or trading in- 
come, or 

(2) the period was that following an 
order or resolution for winding-up, or 

(3) the Special Commissioners were 
satisfied that the company existed 
wholly or mainly for the purpose of 
carrying on a trade. 

The Special Commissioners in their 
assessing capacity, not being satisfied 
that the company had after January 1, 
1947, existed wholly or mainly for (3), 
had made directions for all three years; 
but had discharged them on October 15, 
1953, on appeal. The Revenue had then 
claimed under paragraph 2 of the First 
Schedule of the Finance Act, 1922, for a 
re-hearing by the Board of Referees. A 
preliminary point taken by the re- 
spondent company was that the Special 
Commissioners’ decisions were con- 


clusive, presumably as findings of fact, 


and that no appeal lay either to the 
Board of Referees or to the High 
Court. The Board of Referees had held 
that this point was well-founded; but, 
at the request of both parties, had heard 
the appeal on its merits and on March 
26, 1954, had discharged the directions 
upon the ground that the company in 
claiming and collecting compensation 
under the Act of 1946, “carried on 
during the material years the trade or 
business of colliery owners and that the 
said interim income and further revenue 
payments represented income from its 
trade or business . . .” which in the 
hands of an individual would have been 
“earned income” as defined in Section 
14 (3) of the Income Tax Act, 1918, with 
the result that the company was not an 
“investment company” within the mean- 
ing of Section 20 of the Finance Act, 
1936. 

On the matter coming before Danck- 
werts, J., he held that the decision of the 
Special Commissioners on October 15, 
1953, was not final and conclusive. Con- 
sidering the case stated by the Board of 
Referees, he said that their conclusions 
had been expressed as findings of fact 
and as such were binding upon him un- 
less there was no evidence upon which 


such conclusions could be reached. As to 
this the Revenue’s contribution was, he 
said, that the Board’s findings could not 
stand in view of the decisions on similar 
facts in the Waterloo Main Colliery 
case already mentioned above and the 
profits tax case of C.I.R. v. Butterley Co. 
Lid. (1955, 1 All E.R. 89; T.R. 69) 
noted in our issues of November, 1954, 
at page 429 and August last at page 309. 
Both these cases had been decided after 
the date of the decision of the Board of 
Referees and, although counsel for the 
company endeavoured strenuously to 
distinguish his case from them, it had 
become a forlorn hope. Danckwerts, J., 
reversing the decision of the Board of 
Referees and restoring the original 
directions of the Special Commissioners 
did so with the same reluctance as that 
shown by Upjohn, J., in the Waterloo 
Main Collieries case. The company had, 
in fact, become entangled in a legis- 
lative net devised for an entirely 
different kind of fish. 


Sur-tax 


Settlement—Settlor resident abroad— 
Settlement made  abroad—Trustees’ 
power to transfer capital to settlor— 
Whether settlement revocable—Whether 
settlement subject to United Kingdom 
law—Finance Act, 1938, Sections 38(2), 
41(4), Schedule 


C.1.R. ». Countess of Kenmare (Ch. 
May 12, 1955, T.R. 179), originated in a 
somewhat remarkable scheme for re- 
ducing personal liability to taxation, the 
one under examination by the Court 
containing at least one provision which, 
so far as the reported cases go, had the 
merit or otherwise of novelty. The 
respondent was a wealthy lady, neither 
resident nor ordinarily resident in the 
United Kingdom, who had three child- 
ren all over twenty-one years of age 
and for whom she desired to make pro- 
vision. By a settlement purported to be 
made in Bermuda on September 24, 
1947, she had transferred to the trustees 
of the settlement investments set out in a 
schedule and said to be worth about 
£700,000. The trustees who, the judge 
said, were apparently also neither resi- 
dent nor ordinarily resident in the United 
Kingdom, had been given very wide 
powers. They had absolute discretion to 
pay the whole or part of the income of 
the trust fund to the settlor during her 
life. They were to hold on income 
account all income not so paid to her 
and had absolute discretion to pay the 
whole of this balance to her during her 
life. Any balance not so paid was to be 
added to the trust fund. After the 
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settlor’s death the trustees were to hold 
the capital and income of the trust fund 
upon trusts for the benefit of children 
and issue of the settlor. The most im- 
portant provision for the purpose of the 
case was contained in Clause 5 of the 
settlement, whereby the trustees were 
given absolute discretion during the life 
of the settlor to declare that any part of 
the trust fund, subject to certain 
limits, should thenceforward be held in 
trust for the settlor absolutely, and the 
declared trusts of the settlement were 
thereupon to determine as to that part. 
The limitations were set out in the fol- 
lowing proviso: 

Provided always that the foregoing power 
shall not be exercisable . . . so as to vest 
in the settlor in any period of three years 
. .. @ part or parts of the trust fund or 
property of a value or aggregate value 
exceeding £60,000 of the currency of the 
Islands of Bermuda. If in any such period 
of three years the foregoing power shall 
not be exercised to the full extent of the 
said sum of £60,000 the deficiency may 
be carried forward so as to increase the 
amount... in any succeeding period of 
three years. 

By a clause in the settlement it was to 
take effect in accordance with the law in 
the Islands of Bermuda and the Courts 
of those islands were to be the forum for 
the administration thereof. There was, 
however, a provision, which Danck- 
werts, J., characterised both as “very 
peculiar” and “surprising,” under which 
the trustees might make declarations 
changing the law which would be 
applicable to the settlement. So, assum- 
ing this provision to be legally valid, if, 
for instance, the legal climate of Ber- 
muda should become unhealthy for such 
settlements, the trustees might at their 
discretion change the /ex fori of the 
settlement to that of, say, Timbuctoo 
and apparently repeat the process as 
often as they chose. The judge did not 


‘ consider it necessary to trouble himself 


over this provision. 

The Revenue contention was that by 
virtue of the terms of the settlement the 
respondent was liable to sur-tax in 
respect of the income of the trust fund 
in so far as it consisted of property 
situated in the United Kingdom and that 
the provisions of Clause 5 set out above 
amounted to a power of revocation 
caught by Section 38(2) of Finance Act, 
1938. When the case came before the 
Special Commissioners they had held 
that: 


being outside the 
United Kingdom 
during the material time was not liable 
to be assessed to sur-tax in respect of 
income of the Bermudan trust fund which 


jurisdiction of the 
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did not arise to her and to which she had 

only such title as in their absolute dis- 

cretion the trustees might see fit to 
This conclusion they had supported by 
reference to the speech of Lord Mac- 
millan in Perry v. Astor (1935, A.C. 
398; 14 A.T.C. 22; 19 T.C. 255). They 
did not find it necessary to decide 
whether or not the settlement was 
revocable. But at the request of both 
parties Danckwerts, J., dealt with this 
point and decided it in favour of the 
Revenue, holding that although the 
word “revocation” was not used in 
Clause 5 the provision was “a deter- 
mination of the settlement or some pro- 
vision thereof,”” which brought the case 
within the mischief of Section 38(2). 

Upon the other point which seemed 
to him to be “more formidable” and 
upon which the Special Commissioners 
had based their decision, he held that 
the Perry v. Astor case had no applica- 
tion where, as in the case before him, 
the Revenue’s claim was limited to tax 
on that income of a non-resident which 
was within the ambit of the jurisdiction 
of the Parliament of the United King- 
dom. He, therefore, reversed the deci- 
sion of the Special Commissioners, who 
had reduced the assessment upon the 
respondent for the year 1947-48 from 
£47,190 to £23,063, figures which indi- 
cate the fiscal importance of this type of 
transaction. 


Estate Duty 
Settlement—Assurance _policies— Date 
when beneficial interest in policies 
arose—Finance Act, 1894, Section 2 
(1) @. 

In Re Wrightson’s Policies (Ch. July 
22, 1955, T.R. 207), four policies on the 
life of the settlor had been assigned in 


1932 to trustees who were directed to re- . 


ceive the policy moneys “on maturity” 
and to divide them into six equal parts. 
Three parts were directed to be paid 
over to the trustees of another settle- 
ment and were to be held as capital 
moneys. Each of the other parts was 
to be invested and the income applied 
for the benefit of the settlor’s three 
younger sons and subject to these 
provisions the policy monies were to be 
dealt with as if they were capital 
moneys of the other settlement. The 
settlor had died in 1950 and his four 
sons had survived him. The four 
policies were fully-paid policies and on 
the death of the settlor the sole surviving 
trustee of the 1932 settlement had 
received in all £22,380 in respect of 
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them. The Revenue claimed duty under 
Section 2 (1) (d) of the Finance Act, 
1894, on the value of the life interests of 
the four sons in the policy moneys and 
sought to distinguish the case from Jn 
re Barbour’s Policies on the construction 
of the 1932 settlement. Harman, J., 
said that: 
. .. here there was assigned by the settlor 
to the trustees, for the behoof in the 
events which happened of the four sons, 
the whole of the interest which the settlor 
had at the date of the settlement in these 
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four policies, and the sons’ interest . . . 
never changed from the date of the 
settlement to the date when their father 
died, and, therefore, no new interest 
accrued or arose in them upon that date. 
He held that verbal distinctions in the 
settlement deed upon which counsel for 
the Crown relied to distinguish the 
position from that in Barbour’s case 
were insufficient. (The above note does 
not make clear what was the interest of 
the fourth—and eldest—son. But 
neither does the report.) 


Letter to the Editor 


Costing 

Sir,—Accountants frequently seem so 
obsessed with the fact that there is only 
one truth that they lose sight of the fact 
that it has many facets. This has been 
very noticeable in the debate on hospital 
costing. 

Objective costing is necessary to 
ascertain where there is extravagance or 
waste, but equally, to find what is the 
nature of the waste, etc., a subjective 

“Direct Costing” is similarly a subject 
for “shadow boxing” by its advocates 
and its opponents, and your September 
contributor on this topic (pages 335-7) 
is to be congratulated on supporting the 
technique as an effective complement to 
“total” costing and not as the method 
of costing, superior to all others. 

I would point out, however, that on 
page 336 he has committed the common 
error of assuming that the product 
showing the greatest gross profit on 
sales is necessarily the most profitable. 
This is where direct costing is both most 
useful and at the same time most 
dangerous. 

The most profitable product is that 
showing the greatest gross profit per 
unit of limiting factor. This may be 
sales, labour, material, space, etc. In the 
example given the maximum production 
of A. might be £1,000 (providing £500 
profit) whereas in the case of B. it might 
be £700 (providing £420.) In this case it 
will clearly be better to produce product 
A. because the lower gross profit is offset 
by higher production. 

Where production depends on a 
material in restricted supply, the key to 
the best course to follow is provided by 
the product showing the greatest profit 
per ton of material. 


The same remarks apply to other 
“limiting factors.” 
E. R. KERMODE, A.s.A.A. 


Liverpool, 
October 3, 1955. 


[Our contributor writes: 

I certainly agree that there are many 
facets to the truth. In accounting matters 
there can often be differing but nevertheless 
sound opinions held on the same matter, 
and, as the letter emphasises, I attempted to 
recognise this in the remarks contained in 
the last paragraph of the article. I cannot 
agree, however, that on page 336 I claim 
that the product with greatest gross profit 
rate is necéssarily the most profitable. I 
merely say that the direct costing technique 
will bring out more clearly the contribution 
each product would make to fixed cost and 
so assist management in making its 
decisions. This by no means is intended to 
override the dictum that, in order to obtain 
a greater profit, it may be necessary to con- 
centrate on a higher volume at lower rates 
of profit per unit. Management will even- 
tually decide the policy; the accountant can, 
with the aid of such techniques as direct 
costing, help in throwing light on the results 
of the various alternatives available.] 


MANSFIELD LAW CLUB 


The Mansfield Law Club will welcome 
visitors at the following meetings, to be held 
at the City of London College, Moorgate, 
London, E.C.2: ’ 

October 27. “‘Modern Aspects of the Law 
of Contract,” by Mr. Clive M. Schmitthoff, 
LL.D., Barrister-at-Law. At 6 p.m. 

November 10. A moot on company law. 
At 7 p.m. 

November 24. “New Aspects of Consti- 
tutional Law,” by Mr. C. Lock White, 
LL.B., Barrister-at-Law. At 6 p.m. 

December 8. ““Modern Industrial Law,” 
by Mr. M. N. Rimel, Lu.m., Barrister-at- 
Law. At 6 p.m. 
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Photocopying is a comparatively new business 


technique; its potential as a time and money 
saver is enormous; but the choice of the right 
equipment is a job for experts. 

The experts are Remington Rand. Our range 
of machines employs photographic techniques— 
direct copy, transcopy and dye-line —applied to 
the purposes for which they are best suited. 
There’s no need for us to suggest other than the 
correct equipments for your kind of copying 
work. We make them ail. 


There is a service—offered free and without 
obligation — which analyses your copying and 
documentation needs and puts forward a com- 
plete plan for modern photocopying processes. 
The machines suggested are those which will do 
your job quickest, cheapest, and best. 

Current uses of photocopying now include 
accounting, work progressing, parts ordering and 
scheduling, besides the normal run of copying 
work. We’ve yet to meet an insuperable copying 
problem; try us with yours. 


Mand 


coupon: / would like further information on current Remington Rand photocopying equipment. 


REMINGTON RAND LIMITED 


1-19 NEW OXFORD STREET 


LONDON 
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Take expert advice! 


NCOME TAX presents problems to most of us at some time or 
| another, but the subject is so vast and so complicated that even 
company secretaries and accountants, whose advice is very often 
sought on tax matters, may be glad to turn to a never-failing 
source of expert guidance on income tax law and practice—they can 
rely upon the five volumes of Stmon’s Income Tax for complete 
information. 


Lord Simon’s great work, now in its Second Edition, was compiled 
under his guidance by an experienced team of lawyers, accountants 
and officials from the Inland Revenue Department; in this way, 
all practical requirements are met and no aspect of the subject is 
neglected. Furthermore, helpful accountancy examples illustrate 
the text in a way which no amount of verbal explanation could 
excel. 


This is a book which speaks with the voice of authority, in clear 
understandable terms, free from jargon and vague generalisations. It 
is a sound investment, particularly as the regular Service keeps it up 
to date by taking account of all developments such as judicial 
decisions, changes in practice and legislation such as that introduced 
- each year by the Budget. Simon is a work which is so useful that, as 
the reviewer in Accountancy said, “Any office without a copy is 
unfurnished.” 


An illustrated leaflet about SIMON’S INCOME TAX is obtainable from: 


BUTTERWORTHS, SS KINGSWAY. LONDON, W.C.2 
Showroom: 11-12 BELL YARD, TEMPLE BAR, W.C.2 
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The Month in the City 


Flight to the Funds 

Since early July there has been an evi- 
dent tendency for the movement from 
fixed interest securities into industrial 
equities to be reversed. Since just before 
mid-September, fixed interest securities, 
and in particular the Funds, have been 
tending upwards and equities down- 
wards. Both movements have been 
accentuated during the past month, 
with the result that by October 11 the 
industrial Ordinary share index was 
back to the level of a year before, while 
that for Government securities, although 
over 25 points down on the year, stood 
as high as its late July level. To carry the 
comparison one stage further, the 
yield margin between Old Consuls and 
the equities of the Financial Times 
index had been as low as one shilling, 
but by October 18 was over 16s. Which 
of these two margins is more nearly 
“right” will, in the broadest terms, be 
determined by how far Mr. Butler is 
successful in halting the fall in the value 
of the pound, but a number of other 
considerations have helped to determine 
price movements over so short a period 
as a few weeks. Nonetheless, if the 
actions and statements of the authori- 
ties had been designed to produce the 
effect recorded above they could scarcely 
have been more successful. The fact 
that the movement culminated on the 
morrow of the announcement of the 
terms for dealing with the maturing 
£524 million of 3 per cent. Serial Fund- 
ing stock, due for repayment on Novem- 
ber 14, 1955, has been read in some 
quarters as an indication that official 
pronouncements about economic and 
financial policy were designed to this 
end; but that is to give the pronounce- 
ments too narrow and pointed a 
significance, and certainly there seems 
to have been little or no active support 
of the market from official quarters 
beyond the fact that selling by the 
Departments was halted and liquidity 
was somewhat increased by expansion 
of the Treasury bill issue, mainly to 
finance instalments on the Gas and 
Electricity new issues held internally. 


The Conversion Offer 

The culminating event of the first half 
of the month was the decision to offer 
holders of the 3 per cent. Serial Funding 
stock the right to convert into an equal 
amount of a new 20 to 34-month Con- 
version stock, carrying interest at 4 per 


cent. and issued at 994. At the same time 
an issue for cash, limited to £250 mil- 
lion, was made on the same terms. It 
had been virtually certain for some time 
that there was no intention of a real 
funding operation, and, that being so, 
the probability of a maturity date of 
1958 was dictated by the fact that this 
was the only gap left. The fact that the 
authorities took an option to redeem a 
year earlier may perhaps be read as part 
of a campaign to suggest that a fall in 
interest rates can reasonably be expected 
to occur before mid-1957, but there is 
already £101 million of Funding stock 
falling due then as well as £503 million 
of 2} per cent. Serial Funding in 
November of that year. The terms of the 
new stock are definitely attractive to the 
money market, to the banks and, per- 
haps, to some industrialists who may 
wish for a qualified liquidity. The ques- 
tion arises, however, how far either of 
the two former classes has funds avail- 
able to take up even £250 million of 
stock for cash. The announcement led 
to some weakening of the “shorts” 
and after a slight pause to a decline, 
amounting to a point or more. In the 
event over half the issue is thought to 
have gone “inside.” 


Other Issues 

One of the oversea factors making for 
weaker industrials is the greatly re- 
gretted illness of President Eisenhower, 
which caused a collapse on Wall Street 
and weakness here, especially in shares 
with a dollar flavour. Fortunately there 
was some recovery on good news and 
there is little reason why sterling shares 
should fall, at least until the outlook is 
clearer. However, the stock market 
always falls on uncertainties. Another 
factor was the flow of new issues. The 
P. & O. debenture offer, mentioned last 
month, was apparently a complete 
failure, with 97 per cent. left to the 
underwriters; but as they were in the 
main the potential subscribers this issue 
was not in fact a failure and the stock 
now stands at a premium. Among 
rights offers and sales of equities the 
Simon-Carves issue was a resounding 
success and the offers of Albert Reed, 
< Gallaher and Beecham were oversub- 
scribed. One scheme calls for special 
mention, namely the proposal to offer a 
share for share increase in Tube Invest- 
ment Ordinary. On rumours of the offer 
the old shares had risen once more to 
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94s. and the new were offered at 22s. 6d. 
The Board at the same time announced 
the intended distribution on the in- 
creased capital for the ensuing year and 
also that any rights not taken up would 
be disposed of by a merchant banking 
syndicate and the net proceeds dis- 
tributed to those who had not exercised 
their rights. By taking this step it was 
possible to dispense with underwriting, 
and it remains to be seen what the new 
method of protecting unfortunate or 
inattentative shareholders will produce. 
While these considerable demands were 
tending to push equities down and a new 
issue of 4 per cent. Defence bonds was 
attracting savings into the gilt-edged 
market, the strength of sterling and 
better trade figures encouraged some 
optimists to believe that our troubles 


were over. This seemed to be confirmed 


by the fact that in the first half of this 
year the United Kingdom secured a 
small surplus on oversea current account 
(including American aid) and also 
reduced its sterling liabilities. It is, 
however, clear that we have still a long 
way to go, and this belief finds some 
reflection in the changes in equities. As 
between September 19 and October 18 
the indices compiled by the Financial 
Times show the following changes:— 
Government securities up from 88.11 
to 91.83; fixed interest from 99.00 to 
102.10; Ordinary shares down from 
196.1 to 189.5; gold mines from 85.02 
to 78.63. 


A Shipping Merger 


A plan is announced for a “community 
of interests” between Union-Castle and 
Clan Line. These two concerns, the 
first about a century old and the 
second about 80 years, are in part 
competitive and in part complementary. 
The Union-Castle has just recently been 
doing not so well as might be wished, 
but Clan has fared excellently, at least 
on the basis of published accounts. It is 
now proposed to form a holding com- 
pany to take over Preference and 
Ordinary capitals, and in this the Clan 
Line will emerge as the senior partner. 
Immediately, the two concerns are to be 
run as separate units but with consulta- 
tion at the highest level. While there is 
no need to expect the elimination of 
either as an individual line, it seems 
reasonable to expect increasing inte- 
gration as the years go by. For the 
moment, however, strong opposition is 
being organised to some of the terms of 
the scheme, if not to the whole idea of 
fusion of interests even on a purely 
financial basis. 
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Points From 
Published Accounts 


The Accountant Annual Awards 
ENTRIES FOR THE 1956 awards offered by 
The Accountant for company accounts 
must be submitted not later than 
January 31, 1956, to The Secretary, 
The Accountant Annual Awards, 4 
Drapers’ Gardens, London, E.C.2. 
Two awards are made annually. 
Entries are invited from companies 
whose shares are quoted on a recog- 
nised stock exchange in the United 
Kingdom: they should send copies of 


’ their reports and accounts (with any 


chairman’s statement circulated to 
shareholders) laid before general meet- 
ings within the year ending on December 
31, 1955. Awards relate to the form and 
content of the reports and accounts, 
particular importance being attached to 
the adequacy of the information given 
and its presentation. 

In accordance with the intention 
announced when names were published 
of the winners of the 1954 awards (see 
ACCOUNTANCY, June, 1955, page 204), 
special consideration will be given. to 
the making of an award to a company 
whose accounts “do not involve the 
complexity of those of a large group.” 


What (Apart from Dividends) Does the 
Shareholder Want? 
RESEARCH PRODUCES PEARLS of wisdom, 
but all too often the results do not reach 
the audience they deserve. For instance, 
last month we received a reprint, from 
The Australian Accountant of June, 1955, 
of the annual research lecture of the 
Australian Society of Accountants, 
delivered in the University of Tasmania 
two years ago by Mr. R. Keith Yorston, 
under the title Control in the Corporation. 
It was published in two parts. The first 
part covers much general ground. As 
part of his investigation Mr. Yorston 
obtained answers to questionnaires from 
130 Australian public companies. The 
resulting analysis of directorships is 
particularly informative. The companies 
have 667 directors, of whom 254 are full 
time and 413 part time. These directors 
own just under 10 per cent. of the total 
paid-up capital of £A47.9 million, and 
their average shareholding is £A6,470. 
Concluding the first part of his lecture, 
Mr. Yorston states: 
As corporations grow in size, so do the 


directors become less powerful in the 
actual administrative control of the 
company, which tends more and more to 
pass into the hands of active manage- 
ments. The detail control used by manage- 
ment of the internal operations of a com- 
pany, such as the use of budgets, short 
period financial statements, break-even 
analysis, differential costing and other 
similar aids, is beyond the scope of this 
paper. I suggest that the place of manage- 
ment in the control of corporations is 
increasing in importance and _ that 
statutory and legal recognition of this 
fact is overdue. 


The second part of the paper is to the 
present writer far and away the more 
interesting, for Mr. Yorston has carried 
out an investigation of the Gallup Poll 
type—one which your contributor would 
very much like to see completed in this 
country. Many companies would un- 
doubtedly co-operate, and so would 
thousands of investors. Undoubtedly 
there are people who feel that every- 
thing is known about companies that 
ought to be known: they may revise 
their opinion on learning what Mr. 
Yorston has found out. Two Australian 
companies, one with a comparatively 
small number of shareholders and one 
with a much larger number, agreed to 
send to their shareholders a question- 
naire, which Mr. Yorston compiled. 
Altogether 3,200 were sent out and there 
were 523 replies, a most encouraging 
response. In both companies the number 
and proportion of men who replied was 
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considerably higher than the proportion 
of women. We give below the questions 
and the answers received, and for the 
statistically minded it should be noted 
that some shareholders answered some 
but not all of the questions. 

Obviously, charts, diagrams and illus- 
trations are welcomed in reports and 
perhaps it is only those who are con- 
stantly rubbing shoulders with annual 
reports who are unconvinced of their 
value. The ““Where the Money Goes” 
pie chart does not tell shareholders a 
great deal, and others far more useful 
have been prepared: by British com- 
panies. The analyses contained in the 
reports of Unilever and George Cohen, 
to name only two, spring readily to 
mind. 

It will be observed that the share- 
holders of the larger company were 
much more firmly convinced that annual 
reports should give greater detail of the 
products or services than those of the 
smaller company, and it may be relevant 
to remark that the smaller company is 
Jantzen, and the larger Pacific Chenille- 
Craft. In this connection, Mr. Yorston 
has unearthed the fact that a large 
American food corporation, making a 
test check, found out to its surprise that 
purchases of the company’s products by 
stockholders were three times the 
amount of purchases by non-stock- 
holders (presumably per head, though 
Mr. Yorston does not say so). Even in 
non-consumer product companies, man- 
agement is learning that the stockholder 
can often influence the placing of a large 
order with the company instead of with 
a competitor. Mr. Yorston concludes 
that shareholders desire to know more 
about companies and their products, for 
they feel they can assist in increasing 
turnover if they have such information. 


or services of the company? .. 


reports is readily understood? 


which appear in financial statements? 
(a) Working capital 
(6) Authorised capital 
(c) Prepayments 
(d) Current assets . 


to you a report of the proceedings? 


1. Do you think that charts, diagrams and illustrations 
make the financial information more intelligible? . . ‘wr 47 5 354 112 
2. Should annual reports give greater detail of the products 


3. Would you like to receive advice of the progress of your 
company at shorter intervals than one year? 
4. Do you think that the financial section of annual 


5. Do you understand the meanings of the following terms 


6. After the annual general meeting, would you like sent 


Smaller Larger 
Company Company 
Yes No Yes No 
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Surprisingly, there is not an over- 
whelming outcry for progress reports at 
shorter intervals than one year. With 
the smaller company more are against 
more frequent reports than are in favour. 
The strong contradiction amongst share- 
holders of the larger company about 
the ready understanding of the financial 
section of annual reports is extremely 
interesting, because it is a confession of 
ignorance. Unfortunately, the author of 
these notes has not seen the reports of 
the two companies, and if he had he 
might come to the conclusion that the 
large company’s accounts were drawn 
up in very vague fashion. He thinks, 
rather, that the 203 shareholders who do 
not consider that the financial section of 
annual reports is readily understood are 
expressing dissatisfaction with published 
accounts as a whole and not particularly 
those of their company. Confirming this 
view, it will be noted that far fewer than 
203 shareholders fail to understand the 
terms working capital, authorised cap- 
ital, prepayments and current assets. Mr. 
Yorston, for his part, does not accept as 
valid the average member’s confidence 
that the annual financial statements are 
so well understood. 

Additional information that Austra- 
lian shareholders would like include the 
following items, and only those which 
are not often given in this country have 
been noted: 

1. The steps taken to overcome fore- 
seen difficulties and general trade com- 
petition. 

2. Detailed information about the 
number and names of subsidiary com- 
panies and brief particulars of the scope 
of their activities and as to which are 
making profits or losing money. (Why 
not full particulars of the cost of the 
investment in each subsidiary and its 
trading and net profit as well? Recently 
your contributor received accounts of a 
public company which gave separately 
the trading profits of a subsidiary, a 
most commendable step seeing that the 
subsidiary is in a completely different 
field of industry from the parent and is 
growing greatly in importance.) 

3. The number of Board meetings in 
a year and attendance of each director. 

4. Some form of a trading account, 
with an analysis of expenditure. (The 
opposition to this may be that it gives 
gratuitous information to competitors, 
though this is not always valid. Anyway, 
many companies are giving analyses of 
turnover—and long may they do so!) 

5. Full details of the activities of the 
year, plans for the forthcoming year, 
building programmes and progress and 
reasons for any unexpected item or 
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happening in the balance sheet or com- 
pany’s activities. Too often annual 
reports contain only vague generalisa- 
tions and no real information. It might 
be thought that this request ignored the 
chairman’s speech, but another sug- 
gestion is that more information is 
required from chairmen, giving details 
and comments on current operations 
and an opinion about future prospects. 

The penultimate question was as 
follows: “If you do not attend annual 
general meetings of companies, would 
you please state a reason for non-attend- 
ance?” Mr. Yorston concludes from the 
replies : 

It is a general impression that a company 

meeting is only a brief. formality and 

therefore it is futile to attend. Members 
might welcome, for example, a tour of the 
factory or other operations as part of the 

annual meeting i 
This question brought forth some 
amusing answers. There was the cynical 
shareholder who said that meetings were 
usually the report of a mutual admira- 
tion society, another who said they were 
generally too dull and possibly they had 
to be, while a third said that very little 
information was given other than that 
contained in the annual report. Several 
baulked at the meetings being held 
during business hours. One asked why 
they could not be held in the evening to 
enable more shareholders to attend: 
“Directors, like wharf-labourers, get 
appearance money. Shareholders don’t!” 

The personal opinion of your con- 
tributor is that if successful companies 
held their meetings in the evening the 
attendances would be even lower than 
they are during the day, but perhaps a 
company will put this view to the test. 
Or why not call the meeting for a Satur- 
day morning to check on the interest of 
shareholders? 

On reading through Mr. Yorston’s 
admirable lecture one wishes again and 
again that one or more British com- 
panies would send out this question- 
naire, or a similar one, on its own behalf 
or on behalf of one of the professional 
or other interested bodies. 


“Amount Attributable” 

This “amount attributable” to share- 
holders can be interpreted most am- 
biguously. With Hazell Sun it is struck 
after writing £100,000 off goodwill— 
this compares with £91,816 so written- 
off in the preceding year, plus £20,000 
written-off unquoted trade investments. 
This writing down of goodwill is en- 
tirely an optional course, and pre- 
sumably does not sway the decision on 
the amount to be paid to Ordinary 
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shareholders. Why not, then, make it a 
below-the-line entry in the same way as 
reserve transfers? 

An unusual and interesting feature is 
that after arriving at the amount 
attributable to shareholders of the 
parent company—the accounts are in 
tabular form—the transfers to revenue 
reserves are deducted along with the 
unappropriated balance, and the surplus 
then corresponds with the amount 
absorbed by the dividends, which are 
shown immediately below. Perhaps it 
would be of interest to reproduce the 
details. 


Transfers to Revenue Reserves— £ £ 
cluding £54,000 = 
of investment Allowances) 60,744 
Staff Welfare .. 5,824 
General .. 101,719 
Unappropriated Balance 8,764 
177,051 
61,729 
Dividends (net) for the year— 
Preference Shares ee ee 9,625 
Ordinary and Employees’ 
Interim of 2 cent. Paid .. 
Final of 1 oer cent. Pro- ste 
posed -. 43,134 
£61,729 


THE PRACTICE OF 
STANDARD COSTS 


A series of lectures in The Practice of 
Standard Costs will be given at the City of 
London College, Moorgate, London, E.C.2, 
on Wednesdays, November 9 to December 
14, at 5.30 p.m. The fee for the series or 
part thereof is £2 2s. Applications for enrol- 
ment should be made to the Secretary of the 
College. The lectures are intended for 
qualified accountants who already have 
some acquaintance with the subject. The 
syllabus is as follows: 

November 9. “The Meaning and Signifi- 
cance of Standard Costs,” by Mr. F. T. 
Hunter, F.C.A., F.C.W.A. 


November 16. “‘Material—Direct Costs,”’ 
by Mr. R. Glendenning, M.A., C.A., F.C.W.A. 


November 23. ““Labour—Segregation of 
Direct and Indirect. Labour—Treatment of 
Direct Costs,” by Mr. R. Glendenning, 
M.A., C.A., F.C.W.A. 

November 30. “Overheads, including 
Treatment of Indirect Labour,” by Mr. R. 
Glendenning, M.A., C.A., F.C.W.A. 

December 7. “Standard Costs for Large 
and Small Manufacturing Business. Cir- 
cumstances where full Standard Costs are 
unattainable,” by Mr. H. H. Norcross, 
F.C.W.A. 

December 14. ““Accounting Aspects, in- 
cluding Treatment of Differences and 
Possible Sources of Error,” by Mr. F. T. 
Hunter, F.C.A., F.C.W.A. 
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Publications 


Handbook of Modern Accounting Theory. 
Edited by Morton Backer, M.A., PH.D., 
c.P.A. (Prentice-Hall, Inc., New York; 
Bailey Bros. and Swinfen, Ltd., London: 
£3 14s. net.) 


THIS Is A collection of essays such as 
might be culled from a journal similar 
to Accounting Research; the nearest 
British parallel is probably the collection 
edited by Professor W. T. Baxter and 
published in 1950 under the title 
Studies in Accounting. 

Twenty-one eminent American ac- 
countants contributed in an enlightened 
and thoughtful way on topics of major 
interest, difficulty and controversy in 
the profession. Careful selection of the 
contributions and skilful editing of them 
obviated repetition and overlapping. 

From the first chapter on “The His- 
torical Background of Accounting’”’— 
unfortunately not up-to-date on English 
company law as it affects accounts—the 
book explores such topics as economics 
and accounting; the education and 
training of accountants; stock valua- 
tions; depreciation accounting; prob- 
lems of the fluctuating price level, and so 
to the concluding chapter on the future 
of accounting. 

The main criticism is that references to 
professional thought in England—the 
mother country of American accounting 
—are too few and incomplete. 

For example, the essay on “Trends in 
Presentation of Financial Statements 
and Reports,” in dealing with the con- 
fusion in terminology, particularly with 
such words as “surplus,” “reserve,” 
“‘provision,”” makes no reference to cor- 
porate accounting’ in the United King- 
dom as influenced by the Companies 
Act. No one will pretend that there is no 
confusion and conflict in the United 
Kingdom but at least we do not use 
the word “surplus” to mean retained 
profits, and the Companies Act does 
take cognisance of the difference be- 
tween “reserve” and “provision,” even 
if it does not -completely clarify the 
issue. Admittedly this book is written by 
Americans, presumably for Americans, 
but most accounting concepts and many 
of its problems are universal. The lan- 
guage of America is basically English 
and we need a basic English of account- 
ancy which would hold in North 
America, the Dominions and Britain— 
and in the many other parts of the world 
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where British or American accountancy 
is asserting itself. 

Let it be hastily added that the essay 
on trends, like all the others, is neverthe- 
less a fine piece of work, as significant in 
an English context as in an American 
one. 
The reviewer found most inspiration 
in Mr. Dale’s essay on “The Account- 
ant’s Part in Labour Relations” and Mr. 
Stans’s on “The Future of Accounting” 
—but perhaps this preference is because 
of a personal desire to see more clearly 
the road the profession is likely to travel. 
Others with different predilections will 
find much of value in many of these 
contributions, for in producing them 
practical men have taken time off from 
the intensity of their daily round to con- 
sider more deeply why they make it, and 
in so doing they have high-lighted the 
imperfections and inconsistencies of 
their techniques and their profession, 
wherever they are to be found, with the 
aim of eliminating them. R.A. 


Training Staff for an Effective Manage- 
ment Accounting System. By P. G. 
James, B.COM., F.S.A.A. Pp. 18. (/ncor- 
porated Accountants’ Research Com- 
mittee: 2s. net.) 


IN HIS ADMITTEDLY brief review of the 
subject Mr. James opens with the need 
for management accountants and the 
scope of management accounting, and 
covers both aspects very well. It would 
read just as well, and would make the 
accounting profession more conscious 
of its opportunities and its responsi- 
bilities, if the word “management” were 
omitted from the title—but it had to be 
included because the profession seems 
slow to recognise the subject of Mr. 
James’s paper as one of its responsi- 
bilities, as also happened with the sub- 
ject of costing some thirty years ago. 

Similarly, the characteristics outlined 
by Mr. James as being required by a 
management accountant are within the 
capabilities of many practising account- 
ants, but they are loth to develop them, 
or the time spent on their audit and 
taxation duties prevents them from 
doing so. 

The training necessary for a direct 
entrant from school is very well planned, 
but one has the feeling that Mr. James 
would prefer more entrants from the 
profession—but the profession seems 
not yet to have recognised the need to 
organise a supply; reference is made to 
the facilities available for articled clerks 
to spend some time in industry and to 
the relatively little use made of them. As 
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CAMBRIDGE COURSE 
PAPERS 


Summaries of the three papers 
presented at the recent Incor- 
‘porated Accountants’ Course at 
Cambridge were given in our 
October issue, on pages 371-9. 
The full text of the paper by 
Mr. H. L. Layton, ¥.C.A., F.S.A.A., 
entitled The Changing Pattern of 
Audit Practice, and that by Mr. 
W. G. A. Russell, F.S.A.A., en- 
titled Valuation of Stock and 
Work-in-Progress, will shortly be 
published in the Practice Notes 
series of the Incorporated Account- 
ants’ Research Committee. Orders 
should be addressed to the Secre- 
_ tary of the Committee at Incor- 
porated Accountants’ Hall, Temple 
Place, Victoria Embankment, 
London, W.C.2, and copies will be 
sent as soon as they are available. 
The price of the paper by Mr. 
Layton is 7s. 6d. and of that by 
Mr. Russell 4s. 


Mr. James says, “why is everyone so 
afraid of it?” 

The paper emphasises that entrants 
from both schools and universities need 
to be “moved around” to enlarge their 
experience within an organisation. Too 
often do we waste such material by 
leaving an employee too long on one 
job because he does it so very well and 
to move him would cause inconvenience; 
this ruins the employee’s initiative and 
deprives the organisation of talent which 
would otherwise develop and prove 
invaluable in future years. 

Mr. James concludes with a serious 
request to the profession to consider 
carefully the need to provide a “route” 
for its members to acquire the know- 
ledge and breadth of view necessary to 
enable them to become constructive 
rather than historical or taxation 
accountants—and the profession would 
be well advised to do so, and so enlarge 
its scope and usefulness to, industry and, 
more importantly, to the over-all 


national economy. W.F.E. 


Profitable Bar Management. By G. M. 
Stefan de Fay. Pp.112. (Hotel Organi- 
sation Ltd., 52 Gray's Inn Road, 
London, W.C.1. 25s. net.) 

MANY ACCOUNTANTS having responsi- 
bilities in the licensed trade experience 
difficulties because of their lack of 
knowledge of the “behind the scenes” 
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for machine accounting 


The Post Haste ledger is a remarkable addition to Twinlock’s Showing Ledger ‘into tray and 
famous machine accounting methcds. It’s the only looseleaf ledger 
position. 


which gives 100% security! Looseleaf : — Security : — Does that 
seem paradoxical ? Then look at these features—cleverly combining 
all the advantages of looseleaf with mechanised accounting. 


1. Only machine operator can remove 
machine-accounted cards. The special 
Post Haste operating tray is the only 
means of releasing the spring locking 
device on the binder. Cards cannot be 
pulled out by unauthorised : 
Operating tray can be locked while oper- 
ator is away—or stored in a cupboard. 


2. Operator can work with speed and 
i . Lever on o tray re- 


efficiency. 

leases all cards in a second. required 
for posting can be removed and placed 
in machine immediately. No manipula- 
tion of clips, nuts or bolts is required. 
The lever virtually converts ledger into 
a filing tray. 


Ledger cards have unbroken feeding 
odge. This is an important innovation by 
Twinlock—made possible by ingenious 


- detachable to allow convenient storing. 


method of side-p cards. No foul- 
ing of the feed is poset when placing 
cards into machine. 


an The Post Haste ledger can house 280- 

cards and statements. Index 

on back of each binder. Laminated 

plastic cover linen finish. Bind- 
mechanism 


ing 


Operating tray with grey hammer 
finish, Chrome fittings. Support arms 


Ask your nearest Stationer or 
Equipment Dealer to demon- 
strate the advantages of the 
Post Haste. Or write to Twin- 
lock for descriptive leaflet 
ADV. 121. 


then open and ready for use—a matter of seconds. 


ms When lever is moved over to the left, ledger is 


POST 


Machine Accounting Ledger 


PERCY JONES (Twinlock) 


37 CHANCERY LANE, LONDON, W.C.2. 
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Just published 


New 22nd Edition of Ranking, Spicer soll Pegler’s 
THE 
RIGHTS DUTIES 


of Liquidators, Trustees and Receivers 


by 


H. A. R. J. WILSON, F.c.a., F.s.A.a. 
and R. D. PENFOLD, 11.s., of Lincoln’s Inn, Barrister-at-Law 


Price 25s. (post free 26s. 5d.) 


H.F.L. (PUBLISHERS) LTD., 66 CHANDOS PLACE, WC2 


E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 


INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 


HOTELS AND RESTAURANTS 
HAMMERSLEY KENNEDY & CO., 
London, W.! 


19 Hanover Square, 


specialise in the sale and valuation of hotels and catering 
businesses, to the total exclusion of any other branch of 
estate agency. Established 1899. Members of the leading 
professional bodies. Terms in accordance with Institute scale. 


‘ACCOUNTANCY’ 


Keep the current year’s issues 
and securely ether. 
Each issue instantaneously in- 
serted or removed. When one 
set is sent away for permanent 
binding, this binder is ready for a 
further twelve months’ service. 


Green binders with the tite in gilt etering are now available. 
Price 12s 6d each (by post 13s). 
SOCIETY OF INCORPORATED ACCOUNTANTS 


INCORPORATED ACCOUNTANTS HALL, 


TEMPLE Prace, VicroriA EMBANKMENT, LONDON, W.C.2 


— 


we 
fa 
ot 
th 
he 
fre 
co 
ba 
: en 
= |) pa 
= i ex’ 
‘ | foi 
= the 
i sol 
= 
| up 
ga 
is 
qu 
au 
| tio 
| bu 
pk 
kn 


working of a bar. The liquor trade in 
fact calls for a different approach from 
other trades: control entails not only 
that the proprietor and the customer are 
honestly treated, but also that the in- 
numerable temptations are removed 
from the staff. 

Too often the proprietor of the “old 
school” countenanced dishonesty on the 
part of bar staff because labour rela- 
tions were bad or because he was 
basically ignorant of the trade. But there 
are new ideas abroad which can revo- 
lutionise this situation. It is ideas of this 
kind that Mr. de Fay expounds. All 
members of the accountancy profession 
connected with the trade should keep 
abreast of these developments by study- 
ing this book. 

The work does not set out to be a 
polished exposition of procedure of bar 
control, but it gives the fundamental 
details in straightforward everyday 
language in a realistic setting. Unlike 
other books on control, it recognises the 
contribution to the successful checking 
of bars that can be made by accounting 
methods. 

All systems of control, naturally 
enough, require careful study of the 
particular circumstances and the system 
described in the book may require 
adaptation to suit any individual bar. 


But the necessary information and | 


guidance is here. 

Not only does the author deal with 
control from the time the liquor enters 
the cellar and while it is there and in the 
bars, but he also discusses ways of 
ensuring that the customer receives the 
correct measure and that the cash he 
pays reaches the proprietor. Certain 
explanations remain a trifle obscure— 
for example, the relationship between 


the check system and the till roll, when . 


some customers sit at the counter and 
others in the bar. 

Mr. de Fay is conscious of the effect 
upon the staff of maintaining the system. 
He urges the importance of keeping em- 
ployees informed of results and explain- 
ing how deficiencies, if any, have come 
to light. This new conception of the 
relationship between employer and em- 
ployee in the licensed trade is a departure 
from what was, and often still is, re- 
garded as “‘good policy.” 

The main criticism to which the book 
is perhaps open is its assumption that 
to adopt its suggestions is to answer all 
questions of bar control. To quote the 
author, “all employees, without excep- 
tion, will make honest returns in a bar 
business once they realise that the peo- 
ple in command show considerable 
knowledge of the business.” The one 
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danger to effective control is compla- 
cency: the belief that because the system 
is working properly all must be well is 
one of the pitfalls of which the readers of 
the book should be made aware. 
Without doubt, Mr. de Fay has made 
a very important contribution towards 
improving what from the accounting 
point of view is an untidy trade. _T.J.B. 


Introduction to English Law. By P. S. 
James. Pp. 485. (Butterworth & Co. 
(Publishers) Ltd. (Students’ Books Sec- 
tion): 15s. net.) 


THAT A THIRD edition of this book has 
been called for in the five years of its 
life confirms the welcome given by this 
journal to the first edition (ACCOUNT- 
ANCY, February, 1951, page 69). It sets 
out to give to the reader who has not 
yet seriously begun to think about the 
subject of the law of the land a general 
view of it, its nature, its administration, 
the law of the constitution, criminal 
law, the law of contract and tort and of 
real and personal property, and the law 
of succession. 

Necessarily the fundamental legal 
conceptions such as ownership, posses- 
sion, legal personality, status and legal 
capacity have to be explained: in 
explaining them the book is remarkably 
successful. Secondly, the necessity for 
the intervention of the law in the various 
fields of human activity and the main 
purposes of the law in each field are 
clearly stated—for instance, in the 
passages on bankruptcy and bills of 
exchange. And, lastly, an intelligent 
reading of the book gives an excellent 
picture of the main fields of the law, so 
that the beginner is not left groping in 
an area which he cannot relate to the 
rest of the subject. 

The hall mark of the book is perhaps 
its lucidity, both of thought and 
language, since legal jargon is absent 
and such legal terms as are necessary are 
always explained. 

Clearly the objective of pointing out 
the wood in spite of the trees results in 
the fact that this book cannot serve, and 
it is not intended to serve, as a textbook 
for the entrant for an examination, even 
for a non-legal profession. Such a 
person must look to the books on the 
various branches of the law in which he 
is to be examined. But after reading 
this introduction he should approach 
those detailed books with an under- 
standing which otherwise he might have 
to acquire through much toil without a 
guide. This book is to be whole- 
heartedly recommended. R.A.L.H. 


Books Received 


Accounting Dynamics—III. By F. Sewell 
Bray, F.C.A., F.S.A.A. Pp. 14. “Reprint” 
Series No. 21. Reprinted from Accounting 
Research, Vol. 6, No. 3, July, 1955. (incor- 
porated Accountants’ Research Committee, 
London, W.C.2: 2s. 6d. net.) 


Konstam on Income Tax. Cumulative 
Supplement to the Twelfth Edition. Pp. 81. 
(Stevens & Sons, Ltd. and Sweet & Maxwell, 
Lid.: 7s. 6d. net.) 


What Every Farmer should know about 
Income Tax. By David Shrand, m.com., 
A.S.A.A., C.A(S.A.). Pp. iii+-50. English and 
Afrikaans editions. (Legal & Financial 
Publishing Co., P.O. Box 3461, Cape Town: 
16s. post free.) 


The 1955 Income Tax Legislation. Cumula- 
tive supplement to the fifth edition of I/lus- 
trations to Income Tax. By A. S. Silke, 
M.COM., C.A.(S.A.). Pp. x +234. (Juta & Co., 
Ltd., P.O. Box 30, Cape Town: 40s. Outside 
Cape Town, 42s. post free.) 

Company Director. By John Seymour. 
Pp. 194. (Macdonald & Evans, Ltd.: 25s. 
net.) 

Lancashire County Council. Abstract of 
Accounts for Year Ended March 31, 1955. 
(County Treasurer, Treasurer’s Office, County 
Hall, Preston.) 


How to Study Insurance—With Special 
Reference to Examinations. By W. A. 
Dinsdale, PH.D., B.COM., F.ILL. Pp. 72. 
(Sir Isaac Pitman & Sons Ltd.: 4s. 6d. net.) 


Economics of Industrial Organisation. By 


A. Beacham, M.A., PH.D. Pp. vii+199. (Sir 
Isaac Pitman & Sons Ltd.: 16s. net.) 


INTERFARM AND INTERFIRM 
EFFICIENCY 


A joint conference on the subject 
Management and Measurement—Inter- 
farm and Interfirm Tests of Efficiency 
will be held by the Association of 
Agriculture and the British Institute of 
Management on November 23. Morning 
and afternoon meetings will be held at 
Management House, 8 Hill Street, 
London, W.1. A luncheon at the Dor- 
chester Hotel will be addressed by the 
Rt. Hon. D. Heathcoat-Amory, P.c., 
M.P., Minister of Agriculture. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The Accountants’ Christian Fellowship will 
holda meeting at Incorporated Accountants’ 
Hall, London, W.C.2, on November 25 at 
6 p.m. Mr. Montague Goodman will speak 
on “A Lawyer Faces the Problem of Christi- 
anity.” This will be followed by a short 
discussion for students on the teaching of 
the Bible in relation to points raised. 
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Readers’ Points 
and Queries 


The Irish Budget 

Reader’s Query.—In the Professional 
Note on the Irish Budget, on page 201 
of ACCOUNTANCY for June, 1955, it is 
stated that the child allowance for 
income tax purposes is to be increased 
to £100 from £85. The child’s income 
limit in order for this allowance to be 
claimable in 1954/55 was £40. The note 
does not state whether this amount has 
been increased or whether it remains at 
£40 for 1955/56, and we should be 
obliged if you would answer this point. 

Reply.—The child’s income limit of 
£40 has now been increased to £60. 


Excess Rents—Set-off of Deficiencies 


Reader’s Query.—I have in the office 
a case which in every way seems to be 
the same as that dealt with in the 
February, 1953, issue of ACCOUNTANCY, 
page 61. The reply to that reader’s 
query stated: 
. . . it was decided in Littman v. Barron 
(1951, Ch. 993) that a deficiency of rent 
calculated according to the rules for 


Legal Notes 


Contract and Tort— 
Share in Competition Prize 


One of the essential ingredients of an 
enforceable contract is that the parties 
should have intended to create legal 
relationships. In business transactions 
this intention is assumed, but in many 
social transactions a contrary assump- 
tion is made: if I accept an invitation 
to make up a four at tennis and fail 
to keep it, the other three may com- 
plain of my bad manners but they 
cannot sue me for damages. Occasion- 
ally the Courts are faced with a border- 
line case. One of these cases was 
Simpkins v. Pays [1955] 1 W.L.R. 975. 

S. was a lodger in P.’s house, and the 
two of them, together with P.’s grand- 
daughter, arranged to take part in a 
competition organised by a Sunday 
newspaper whereby readers were invited 
to place in order of merit, attraction or 
beauty, eight fashions or articles of 


computing excess rents can be set against 

excesses on other properties under Sec- 

tion 346, so the Inspector can have no 
right to refuse the set-off. 

1 have been informed by the Inspector 
that this is not an accurate deduction 
from the case of Littman v. Barron but 
that in fact the point turns on what is a 
transaction within the terms of Section 
346. It seems that the Revenue take the 
view that each property in a number of 
properties must be treated separately, 
and that a deficiency of rent calculated 
according to the rules for computing 
excess rents is not a “transaction” 
which falls within Section 346. 

In view of these two conflicting views 
I should be very grateful if you would 
clarify the position. I am informed that 
this very point has yet to go to the 
Courts for decision. 


Reply.—It appears that the Revenue 
are attempting to split hairs on the 
Littman vy. Barron decision on the 
grounds that that dealt with a loss and 
not with a diminution in income. It is 
surprising that the Board should take 


attire. Each week they sent in a coupon 
containing three forecasts, one made by 
each of them. The coupons were always 
sent in P.’s name, but all three paid the 
incidental expenses from time to time. 

The great day came when one forecast 
won a prize of £750, and the question 
arose whether P. was entitled to the 
whole of this money or whether S. was 
entitled to a third share. Sellers, J., held 
that the parties had intended to “go 
shares” in the prize if they were success- 
ful and that an intention to create legal 
relations could be inferred. Accordingly 
he awarded £250 to the plaintiff. 


Miscellaneous— 

Mortgagee’s Rights against Deserted 
Wife 

During the past few years a number of 
cases have established that the Court has 
a discretion to allow a deserted wife to 
remain in the matrimonial home if 
the husband is the legal owner of that 
home. It has further been established that 
the wife’s equity is enforceable against 
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this viewpoint. It is advisable, where rent 
is less than the annual value, to claim for 
a reduction of the Schedule A assessment 
for that year under Section 51. This 
claim must be made within twelve 
months from the end of the year of 
assessment. 


Dividends Paid Less Tax 

Reader’s Query.—Your reply to the 
query published in ACCOUNTANCY for 
August (page 315) with regard to divi- 
dends paid less tax prompts me to en- 
quire into the following points. 

Assuming a company, in its first year, 
makes a profit of, say, £1,000, which, 
after capital allowances, is turned into 
an adjusted loss for income tax purposes 
of £500. The profit of £1,000 is then 
fully distributed in the form of dividends 
less tax. 

The points queried from this position 
are as follows: 

(a) Can the shareholders receiving 
this dividend claim repayment of the 
tax suffered at source despite the fact 
that no tax was, in fact, paid by the 
company? 

(6) Is the company liable to account 
to the Revenue for the tax so deducted 
under Section 170, Income Tax Act, 
1952? 


Reply.—{a) Yes. (b) No. 


all persons except purchasers for value 
without notice. 

In Westminster Bank Ltd. v Lee [1955] 
3 W.L.R. 376, a husband deserted his 
wife in September, 1948, and two months 
later he created in favour of the bank an 


‘equitable mortgage of the house that 


had been the matrimonial home. 
Upjohn, J., found that at the date of the 
mortgage the bank had no express know- 
ledge of the desertion and that it would 
have been quite unreasonable for the 
bank to have sent an officer to enquire 
whether the wife had been deserted; they 
were entitled to assume that a normal 
relationship existed between husband 


and wife. Accordingly the bank were . 


purchasers without notice and were 
entitled to possession against the wife. 

His Lordship further said that if an 
intending mortgagee had notice of any 
fact which might put him on further 
enquiry as to whether the mortgagor had 
deserted his wife, or, if, having some 
suspicion, he wilfully abstained from 
enquiry, the doctrine of constructive 
notice would come into play. 
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THE STUDY OF profits tax is simplified if the eye is kept on 
the ball—in this instance the plan underlying the tax. In 
its simplest form this plan is that a company carrying on 
a business has to pay the tax on its profits from that 
business. 

If it distributes the profits to the members, the company 
has to pay at the full rate of 224 per cent. If however, it 
retains the profits, the rate is reduced to 24 per cent. by 
giving “‘non-distribution relief” (N.D.R.) at 20 per cent. 
on the profits not distributed. 

Should the company at a later date distribute the 
profits on which it has had relief, naturally the relief is 
taken away by a distribution charge equal to the relief 
originally given. That is the framework or outline. 

The next step is to consider what is meant by profits, by 
distribution, etc., and what reliefs are available in the 
shape of exemption or abatement when profits are small. 

The profits are computed according to income tax 
rules except where there are special rules for profits tax 
which vary the income tax ones. 

The main differences are: 

(1) Profits tax is computed on the actual profits of the 

chargeable accounting period (C.A.P.). This is nor- 

mally the ordinary accounting period. If, however, the 
rate of profits tax changes, an accounting period which 
bridges the date of change will be split into two C.A.P’s. 

The profits will be adjusted for the accounting period, 

then split. 

(2) The capital allowances must be deducted in cal- 

culating profits. This involves splitting the income tax 

capital allowances to fit the accounting period, e.g. an 

accounting period of twelve months to January 31, 

1955, would attract 2/12ths of the 1953/54 allowances 

and 10/12ths of the 1954/55 allowances. Balancing 

charges are added on a similar basis. 

(3) Annual payments laid out wholly and exclusively 

for the purposes of the trade are deductible in calcu- 

lating profits, except where paid to directors (other 
that whole time service directors) of a director-con- 
trolled company. 

(4) There is a limit on the remuneration of the directors 

of a director-controlled company. 

(5) Investment income of the trade must be included in 

the profits with the exception of franked investment 

income (F.I.I.), which consists of dividends or other 
division of profits received from a company within 
the charge to profits tax. 

(6) All businesses carried on are treated as one whole. 

What is called the “gross relevant distribution” 
(G.R.D.) is 

(a) Any dividend or cash bonus or distribution of 
assets to members of any company; and 
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(5) In the case only of director-controlled companies, 
any amount applied by way of disallowed re- 
muneration, loans or otherwise for the benefit of a 
member; 
(c) Payments to members in a liquidation in excess 
of the paid-up share capital plus cash share premiums. 
For this purpose bonus issues since April 6, 1949, 
are not treated as paid-up capital. 
‘Abatement was dealt with in the issue of ACCOUNTANCY 
for August, 1955 (page 312). 
The net relevant distribution (N.R.D.) is the propor- 
tion of the G.R.D. that the profits liable to profits tax 
bear to the profits (before abatement) plus the F.L.I. 


Illustration 


(Not a director-controlled company) Year ended December 31, 
1954. 


Profits as for income tax: £ 
Per accounts =F a 12,500 
Subscriptions .. 50 
Capital expenditure written off 500 
Reserve for bad debts based on total debtors om 850 

15,900 
£600 
Investment income . 1,400 
13,900 

Schedule D. Case 1 assessment a 
Less Capital allowances . 1,200 

£12,700 

Profits for profits tax £ 
Investment income an .. £1,400 

Less F.L.1. by. .. £1,000 
400 
14,900 
Loan interest oa 7 900 
Capital allowances (4x £82043 060) 1,000 
— 1,900 
’ 13,000 


G.R.D. Dividend paid £5,250 


13,000 


N.R.D. 13,000-+ 1,000 * 5,250 = 4,875 
Non-distribution relief (N.D.R.) is due on ' a 8,125 
(Of the G.R.D. th or £375 came out of the F.L.I.) 
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£ 

Tax: £13,000 at 224 per cent. 2,925 

N.D.R. £8,125 at 20 per cent. ¥" ¥ a 1,625 

Profits tax ieee for year ended December 31, 

This is equal to: £ d. 

24 per cent. on the retained profits £8,125 = 203 2 6 

224 per cent. on the distributed profits £4,875 = 1,096 17 6 

£1,300 0 0 

Or: 24 per cent. on the whole profits £13,000 £325 


20 per cent. extra on the distributed profits £4,875 = £975 


£1,300 


If in a subsequent C.A.P. the G.R.D. exceeds the profits 
(before abatement) plus the F.I.I., the balance must come 
out of profits brought forward. A distribution charge is 
then made to take away the relief given when the profits 
were retained. 
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Thus, if the year following the above showed these 
results: 


£ 
Profits .. in én 2,000 
G.R.D. és dé 5,250 
the computation would proceed: 
Profits .. 2,000 
2,000 (12,000 - 3,000) 
Abatement 3599 * Se. 1,200 
800 
Excess of G.R.D. over profits plus F.1.I.= .. 
Profits tax payable £800 at 224 per cent. = aa £180 
Distribution charge (D.C.) £2,250 at 20 per cent. = ie £450 
£630 


The D.C. is not strictly logical, since if the £2,250 had 
been distributed in the previous year, only 13/14ths would 
have been a N.R.D. Logic has been sacrificed to expedi- 
ency in many instances in the profits tax laws, giving rise 
to anomalies of which this is one. 


II—WORKING CAPITAL AND ITS 
MEASUREMENT 


OF A NUMBER Of definitions of working capital the most 
usual is that it consists of the excess of current assets over 
current liabilities. By another definition, working capital 
is explained in terms of the current operations of a 
business, as the capital required to enable the current 
operations to be financed. Sometimes the adjective 
“gross” is prefixed to working capital as so under- 
stood, and this gross working capital, consisting of the 
stocks of goods (finished, partially finished and raw 
materials), trade debtors, cash and bank balances, is also 
called circulating capital. The first component item, the 
stock, is required to produce the product that is to be 
sold; the second, trade debtors, results from the sales; and 
the third, the cash funds, is needed to tide over the gap 
between the incurring of expenditure and the receipt of 
cash. It is not a fact that current assets are invariably 
part of working capital, for a business may have an excess 
of cash not needed for current operations. On the other 
hand, it cannot be said that all current capital is of a 
“temporary” nature: some of it must be regarded as 
“permanent.” Stock is essentially current, but there must 
be some on hand at all times, and part of the total is 
therefore akin to an investment by the business. Some 
resources are always permanently tied-up in current 
assets. It has been truly said that “circulating capital is 
not unlike a river; the river is there from day to day, yet 
the water in it is constantly changing.” 


The main significance of working capital in the broader 
sense is that it is the source of the funds out of which 
current liabilities are payable. Net working capital can- 
not be realised in full and it is not intended that it should 
be so realised, but the larger the gross working capital, 
the more certain it is that debts will be paid on their due 
date. It is no wonder that any analysis of the balance 
sheet must show, as a first requirement, the amount of 
the working capital. One of the principal ratios to be 
computed from the balance sheet is the ratio of current 
assets to current liabilities, sometimes known as the 
current ratio. 

Variations in the working capital are quite common, for 
they occur as the processes and transactions of business 
mature. And as the amount of working capital in the 
business varies, its component items will most probably 
also vary significantly in their amounts. Take as an 
example a factory which at the beginning of the year is - 
stocking up and preparing for its production programme; 
its products are of a seasonal nature, saleable mainly in 
the third quarter of the year. The figures illustrate the 
changes in the amount and composition of the working 
capital. 

At the beginning of the year there was a large stock of 
raw material, few debtors (probably the dilatory payers of 
the previous season) and ample cash. The liquid position 
was good. By the end of the first quarter production was 
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March June September 
| a 30 30 
: £ £ 


2,000 
8,000 
8,000 
5,000 
32,000 


1,000 
11,000 
2,000 
3,000 
50,000 


Debtors... 

Raw materials 

Work-in-progress. . 

Finished goods 
Total 


55,000 


Current Liabilities 


Trade 3,000 4,000 


8,000 4,000 


6,000 


Bank sf 


Total . 2,000 3,000 12,000 


Net Working Capital 51,000 52,000 55,000 67,000 


well under way: the raw material had been largely con- 
verted into semi-completed and completely finished 
goods. Cash was naturally at a lower ebb, for it had been 
used to finance the larger stocks, some of which the 
business had left unpaid, as indicated the increase in 
current creditors. By the middle of the year, the produc- 
tion cycle was well-nigh complete: most of the goods 
were ready for sale, and some, indeed, had already been 
sold. The sinking of resources in the enlarged stocks and 
in the bigger total due from debtors caused cash to be 
short, and £8,000 had to be borrowed from the bank. By 
the end of the third quarter, most of the goods had been 
sold, but debtors were at a peak: resources had, in effect, 
been transferred from stocks to debtors. 

However, there are essentially but few ways in which 
the total of working capital can be increased or decreased. 
Increases may result from the introduction of additional 
capital, from long-term borrowing, from the obtaining of 
short-term finance, from the sale of fixed assets and from 
the retention of undistributed profits, in whatever form 
they take. (It should be observed at this point that 
although depreciation of fixed assets is a charge on the 
business and consequently reduces the profit balance, it 
has to be added back to the accounting figure of net profit 
in working capital problems, as it is never an expense in 
the “cash” sense of the term.) Decreases in working 
capital may result from the repayment of capital or loans, 
from the acquisition of fixed assets and from the payment 
of or provision for dividends, taxation and net losses 
(once again ignoring depreciation of fixed assets). In our 
example, part of the variation in the total of working 
capital is accounted for by the obtaining of bank accom- 
modation in the second half of the year—the example is 
in fact intended to illustrate, among other things, how a 
business must have recourse to short-period finance at 
certain phases in its business year. But, unless changes 
had occurred in long-term borrowings, or in capital, or in 
the fixed assets, the remainder of the variation in working 
capital in the example must be explained by fluctuations 
in the total of undistributed profits. 
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Candidates in a recent accountancy examination were 
required to indicate the source and application of funds 
in a business between two specified dates and to reconcile 
the working capital at the beginning and end of the 
period. The working capital increased during the period 
by, say, £100,000. The trial balances at the opening and 
close of the period showed that an amount had been 
written-off debenture discount and that depreciation had 
been provided for (these two items are of a “non-cash” 
nature and the remarks in the preceding paragraph 
about such items must be borne in mind). During the 
year, Preference shares were issued at a premium. The 
dividend of the previous accounting period was paid. 
Some machinery was sold and additional items acquired. 
The required statement (the figures being assumed) 
would read as follows: 


Sources of Working Capital 


Net profit, as per accounts oe 
Depreciation provided during year 
Debenture discount written-off .. 
Proceeds of sale of machinery 

Issue of shares, including premium 


Application of Working Capital 
Cost of new fixed assets .. 
Dividends paid 


270,000 


51,000 321,000 


Increase in Working Capital 100,000 

Any profits or losses on the sale of the fixed assets, if 
included in the figure of net profit or loss for the period, 
must be eliminated from the profit and loss account, the 
cash proceeds being shown as a source of capital. 

If it is required to compute the amount of the working 
capital required in a new business or the increase in the 
working capital required in a business about to expand 
activities, the factors to be considered are: (i) the average 
periods of credit given to and received from customers 
and suppliers; (ii) the average amount of the debtors 
and creditors; (iii) the estimated amounts payable in ex- 
penses and wages and the time lag in payment; and (iv) 
the average stock required to be held. Assume the fol- 
lowing facts and conditions in a business for which it is 
required to calculate the working capital requirements. 


Amount per 
Annum 
£ 
48,000 


Terms of Payment 


Quarterly at end of month 
following the end of the 
quarter of delivery. 

On delivery. 

Monthly at end of month 
following month of delivery. 
At end of week following 
week in which earned. 
Half-yearly 

At end of month. 

At end of month 


Purchases 
Wages .. 


Rent .. 
Expenses 
Salaries 
Average stock at cost 
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Time lag on credit sales (24/12 of £48,000) 


Less: Average time lag in Payments: 
Purchases (14/12 of £24,000) .. 
Wages (14/52 of £15,600) .. 
Rent (3/12 of £400) 

Expenses (4/12 of £2,400) 

Salaries (4/12 of £1,200) 


Working Capital .. 


District Societies 


MR. C. H. HILLS, F.S.A.A. 


The new President of the Birmingham and 
District Society, Mr. C. H. Hills, served his 
articles with the late Mr. Joseph W. Black- 
ham (a former member of the Council of the 
Society), and on qualifying as an Incorporated 
Accountant in 1930 he was taken into 
partnership in the firm of Blackham and 
Hills, Birmingham. Mr. Hills has continued 


Working on an average basis for time lags in payment, 
the average working capital would be computed thus: 


THE SOCIETY OF 
Incorporated Accountants 
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To the total thus arrived at, a reasonable sum (say, in 
the example £1,000) should be added for contingencies. 
It will be noted that there will accrue a surplus of 


£3,750 


—_— trading cash receipts (£49,500) over trading outgoings 

£3,000 : (£43,600), resulting in surplus cash at the end of the year 
ed of £5,900. In estimating average working capital re- 
100 quirements, the above total of £10,050 could be reduced 
503,700 by the average surplus trading cash, i.e. one-half of 


£5,900. 


the practice as sole partner since Mr. 
Blackham’s death in 1932. 

He has been Honorary Treasurer and a 
member of the Committee of the District 
Society since April, 1949. 

Mr. Hills was President in 1952/53 of the 
Moseley & Balsall Heath Institute, and has 
been actively associated therewith as Hon. 
Treasurer and Chairman of Committee for 
the last twenty years. 

He is a Past Provincial Grand Deacon in 
the Masonic Province of Worcestershire and 
Past Master of two Lodges. 


London Students’ Society 

THE LECTURE ENTITLED “Some Difficult 
Aspects of Taxation,’”’ which was to have 
been delivered on November 28, will now 
be given at Incorporated Accountants’ 
Hall at 6 p.m. on Tuesday, November 29. 
Mr. H. A. R. J. Wilson, F.C.A., F.S.A.A., is 
unfortunately unable to give the lecture, 
but Mr. A. E. Langton, LL.B., F.C.A., 
F.S.A.A., has kindly agreed to do so. 


South Wales and Monmouthshire 
THE SIXTIETH ANNUAL general meeting was 
held in Cardiff on September 30. The 
President, Mr. W. W. Stanley, compli- 
mented the students who had been success- 
ful in their examinations. He expressed the 
pride of members of the District Society in 
the election of Mr. A. Blackburn and Mr. 
Frank E. Price to the Council of the parent 
Society. 

The following officers were elected: 
President, Mr. D. R. Carston, F.S.A.A.; 
Vice-President, Mr. K. G. Sim, F.s.A.A.; 


MR. D. R. CARSTON, F.S.A.A. 


Mr. D. R. Carston, newly-elected Presi- 
dent of the South Wales and Monmouthshire 
District Society, has been a member of the 
Committee since 1946. He has been three 
times chairman of the Cardiff Students’ 
Section. 

Mr. Carston qualified as an Incorporated 
Accountant in 1938, after ten years in a 
professional office in Cardiff. He started 
public practice in 1940, and is now senior 
partner in Messrs. D. R. Carston & Co., 
Incorporated Accountants, Cardiff and 
Barry. 


Hon. Secretary and Treasurer, Mr. Tudor 
Davies, F.S.A.A. 


Annual Report 
The membership includes 263 Fellows and 
Associates and 218 students. 

Sixteen students passed the Final Exam- 
ination, and fourteen passed one Part. 
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Twenty-four were successful in the Inter- 
mediate: Mr. J. R. N. Lewins was awarded 
Second Certificate of Merit and Second 
Prize. 
A total of twenty lectures and discussions 
were arranged by the District Society and 
the Cardiff and Newport students. The suc- 
cess of the discussion group meetings was 
due largely to the work of Mr. J. D. R. 
Jones. 

A dinner was held at Cardiff in March. 

Congratulations are extended to Sir 
Frederick Alban on his election as Vice- 
President of the Chartered Institute of 
Secretaries; to Mr. A. Blackburn and Mr. 
Frank E. Price on election as members of 
the Council of the parent Society; and to 
Mr. E. Ewart Pearce on election as an 
Alderman and as Chairman of the Finance 
Committee of Cardiff City Council. 


Golfing Society 

The autumn meeting was held at Radyr 
Golf Club, near Cardiff, on October 7. It 
was attended by forty members and visitors, 
including Mr. D. R. Carston, President of 
the District Society, and Mr. W. W. Stanley, 
Captain of the Golfing Society. The results 
were as follows: 

Morning Medal Round. First, K. Bennett 
(who won the R. C. L. Thomas trophy and a 
pewter tankard), 78 — 17=61; second, L. 
Godfrey, 77-6=71; third, equal, A. E. 
Guild, 97-24= 73, and H. K. Jones, 
90 - 17=73. 

Afternoon Stableford Foursomes. First, 
W. W. Stanley and D. R. Carston; second, 


J. Mitchell and J. Fooks; third, J. Bennett - 


and C. J. Phelps. 


Sussex 

Annual Report 

THE MEMBERSHIP IS: Fellows and Associates, 
198; students, 111. 

Lectures were held for students in 
Brighton, and for members in Brighton and 
Worthing. The annual dinner was on 
December 3, 1954. 

A British United Provident Association 
group has been formed by the District 
Society. 

The Committee again thanks Mr. G. 
Franklin for his work as Hon. Secretary of 
the Students’ Section. 

Congratulations are extended to the 
students successful in their examinations. 
Seven passed the Final, two passed one 
Part of the Final, and ten the Intermediate. 
Honours were awarded to Mr. K. J. Howes 
(Final) and Mr. P. L. Cowley (Intermediate). 


Swansea and South-West Wales 

MR. C. J. PARSONS has resigned the office of 
secretary of the Students’ Section of the 
Swansea and South-West Wales District 
Society. The new secretary is Mr. John M. 
Morgan, c/o Messrs. Ashmole, Edwards & 
Goskar, Cornhill Chambers, Christina 
Street, Swansea. 


South of England 


MR. B. A. APPS, A.S.A.A. 


Mr. B. A. Apps, the new President of the 
Incorporated Accountants’ South of England 
District Society, qualified as an Incorporated 
Accountant in 1938. After a number of years 
in professional offices in the City of London 
and elsewhere, he entered commerce in 1948, 
and is now secretary/accountant to a firm of 
clothing manufacturers. 

Mr. Apps has been for many years a 
member of the Committee of the District 
Society, and is secretary of the Portsmouth 
section. He was formerly a member of the 
Taxation Sub-Committee of the Incorporated 
Accountants’ Research Committee. 

He is a member of the board of governors 
of a group of schools in Portsmouth which 
includes his own old school—the Portsmouth 
Grammar School. 


THE FOLLOWING OFFICERS have been elected: 
President, Mr. B. A. Apps, A.S.A.A.; Vice- 
President, Mr. G. L. Ratcliffe, F.s.A.A.; 
Hon. Treasurer, Mr. H. E. Marshall, 
F.S.A.A.; Hon. Secretary, Mr. L. A. Jarvis, 
A.S.A.A. 


Events of the Month 


November 2.—Bradford: “Executorship 
Accounts,” by Mr. R. Glynne Williams, 
F.c.A. Liberal Club, Bank Street, at 6.15 
p.m. 

Colchester: “Company Law” by Mr. R. 
D. Penfold, Barrister-at-Law. The Joscelin 
Café, High Street, at 7 p.m. 

London: “Operational Research in Account- 
ing.”’ Stamp-Martin seminar opened by Mr. 
A. T. Wilford, Director of Research, Lon- 
don Transport Executive. Incorporated 
Accountants’ Hall, W.C.2, at 6 p.m. 
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Swansea: “Profits Tax,” by Mr. V. S. 
Hockley, B.COM., C.A., A.A.C.C.A. Students’ 
meeting. Y.M.C.A., St. Helen’s Road, at 
6.45 p.m. 


November 3.—Bristol: “‘Costing—Labour, 
Materials and Overheads,” by Mr. V. S. 
Hockley, B.coM., C.A. The Royal Hotel, 
College Green, at 6.30 p.m. 

Hull: “Income Tax Losses,” by Mr. J. W. 
Walkden, A.c.A., A.S.A.A. Students’ meeting, 
Church Institute, Albion Street, at 6.15 p.m. 
London: “The Purpose of Accounts,” by 
Mr. A. C. Simmonds, F.S.A.A. For new 
students. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 

Newcastle upon Tyne: “‘Machine Account- 
ing,” by a representative of Burroughs 
Adding Machine Ltd. The Library, 52 
Grainger Street, at 6.15 p.m. 
Wolverhampton: Discussion group. Offices 
of Messrs. E. T. Brown & Co., at 6.15 p.m. 


November 4.—Birmingham: ‘‘The Marginal 
Costing Technique and its Uses,” by Mr. 
P. C. P. Ford, B.com., a.c.w.a. Law 
Library, Temple Street, at 6.15 p.m. 
Leeds: Dinner. Queen’s Hotel. 

Leicester: “‘Legal Aspects of Company 
Formation,” by Mr. D. A. Godwin Sarre, 
M.A., Barrister-at-Law. Students’ meeting. 
Victoria Hotel, Granby Street, at 6 p.m. 
Manchester: “Elements of English Law,” 
by Mr. J. Stewart Oakes, Barrister-at-Law. 
Students’ meeting. Incorporated Account- 
ants’ Hall, 90 Deansgate, at 6 p.m. 
Nottingham: “The Relationship between 
Banker and Customer and the Services of: 
the Banks,” by Mr. K. W. McKeever 
(Westminster Bank Ltd.). Reform Club, 
Victoria Street, at 6.30 p.m. 

Sheffield: A Mock Bankruptcy. Chairman: 
Mr. K. West, A.c.a. Students’ meeting. 
Grand Hotel, at 5.30 p.m. 


November 5.—Belfast: Students’ visit to 
Business Efficiency Exhibition. King’s Hall, 
Balmoral. 

Liverpool: ‘Company Accounts in Liquida- 
tions, Amalgamations and Reconstruc- 
tions,” by Mr. A. G. Hirst, A.c.a. For 
Intermediate students. Incorporated Ac- 
countants’ Hall, 25 Fenwick Street, at 
10.30 a.m. 


November 7.—Camborne: “Mercantile 
Law,” by Mr. R. D. Penfold, Barrister-at- 
Law. Community Centre, at 6 p.m. 

Hull: Luncheon meeting. New Manchester 
Hotel, at 12.50 p.m. 

London: “The Report of the Royal Com- 
mission on Taxation—{1),” by Mr. H. 
Major Allen, Barrister-at-Law. Incorpor- 
ated Accountants’ Hall, W.C.2, at 6 p.m. 


November 8 to 11.—Society of Incorporated 
Accountants: Examinations. 


November 8.— Birmingham: Luncheon meet- 
ing. The Imperial Hotel, Temple Street, at 
1 p.m. 

Dudley: **Consolidated Accounts,” by Mr. 
F. H. Hyam. Dudley & Staffordshire 
Technical College, The Broadway, at 7 p.m. 
Leeds: Mock appeal. Great Northern Hotel, 
at 6.15 p.m. 
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Lincoln: “The Broad Outlines of Capital 
Allowances,” by Mr. A. O. Brown, H.M. 
Inspector of Taxes. Great Northern Hotel, 
at 6.30 p.m. 

Truro: “‘Mercantile Law,” by Mr. R. D. 
Penfold, Barrister-at-Law. Mansion House, 
Princes Square, at 6 p.m. 


November 9.—London: Taxation group 
meeting. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 

Shrewsbury: “Profit Engineering,” by Mr. 
D. A. J. Manser. Raven Hotel, at 6.30 p.m. 
Torquay: “‘Mercantile Law,” by Mr. R. D. 
Penfold, Barrister-at-Law. Y.M.C.A., at 
6 p.m. 


November 11.—Norwich: “Sterling Con- 
vertibility: What it Means,” by Mr. H. G. 
Hodder. Royal Hotel, at 7 p.m. 

Sheffield: “‘The Law of Negotiable Instru- 
ments,” by Mr. M. B. Thorneloe, LL.M. 
Grand Hotel, at 5.30 p.m. 


November 14.—London: ‘*The Report of the 
Royal Commission on Taxation—(2),” by 
Mr. H. Major Allen, Barrister-at-Law. 
Incorporated Accountants’ Hall, W.C.2, at 
6 p.m. 

Luton: “‘Amalgamations and Reconstruc- 
tions,” by Mr. P. E. Harris, A.s.a.a. Stu- 
dents’ meeting. George Hotel, at 6.15 p.m. 


November 15.—Birmingham: “The Endorse- 
ment Question,” by Mr. John Tonkyn. 
Joint meeting. Imperial Hotel, Temple 
Street, at 6.30 p.m. 7 
Dublin: “Interpretation of Company Ac- 
counts,” by Mr. G. W. Coleman. Jury’s 
Hotel, College Green, at 6.15 p.m. 
Manchester: “Back Duty,” by Mr. H. A. R. 
J. Wilson, F.C.A., F.S.A.A. Joint meeting. 
Chartered Accountants’ Hall, Spring Gar- 
dens, at 5.30 p.m. 


November 17.—Bath: West of England 
District Society dinner. Fortt’s Restaurant, 
Milsom Street, at 7 for 7.30 p.m. 
Cambridge: Cambridge Course.” 
Discussion led by Mr. J. E. Squires, A.c.A., 
A.S.A.A. Shire Hall, at 7 p.m. 

London: Luncheon Club meeting. Speaker: 
Mr. Christopher Chataway. Connaught 
Rooms, at 12.45 for 1 p.m. 

London: “Audit Procedure,” by Mr. J. P. S. 
Edge-Partington, A.s.A.A. For new students. 
Incorporated Accountants’ Hall, W-.C.2, 
at 6 p.m. 

Manchester: Luncheon. Grand Hotel. 


November 18.—Birmingham: “‘Some Basic 
Principles of Company Law,” by Mr. J. W. 
Kirkness, A.c.1.s. Chamber of Commerce, 
New Street, at 6.30 p.m. 

Brighton: ““Company Law relating to Share 
and Loan Capital,” by Mr. R. D. Penfold, 
Barrister-at-Law. Students’ meeting. Clar- 
ence Hotel, North Street, at 5 p.m. 

Bristol: “Demonstration of Tax Compu- 
tations,” by Mr. L. A. Hall, A.c.A., A.S.A.A. 
Royal Hotel, College Green, at 6.30 p.m. 
Leicester: “‘The 1955 Finance Act and 
Recent Legislation,” by Mr. H. Major 
Allen, Barrister-at-Law. Balmoral Room, 
Bell Hotel, at 6 p.m. 


Liverpool: “‘The Preparation of an Audit 
Programme from Comparative Balance 
Sheets and Company Finance,” by Mr. 
A. C. Simmonds, F.s.a.A. Incorporated 
Accountants’ Hall, 25 Fenwick Street, at 
5.30 p.m. 

Manchester: “Costing,” by Mr. S. C. 
Roberts, F.c.w.a. Incorporated Accoun- 
tants’ Hall, 90 Deansgate, at 6 p.m. 
Middlesbrough: “‘Arbitrations and Awards,” 
by Mr. J. Stewart Oakes, Barrister-at-Law. 


‘Café Royal, Linthorpe Road, at 6.30 p.m. 


Nottingham: “Procedure at Meetings of 
Limited Companies,” by Mr. C. R. Curtis, 
M.SC.(ECON.), PH.D., F.C.1.S. Reform Club, 
Victoria Street, at 6.30 p.m. 

Plymouth: Dinner. Grand Hotel. 


November 19.—Douglas, 1.0.M.: “The 
Preparation of an Audit Programme from 
Comparative Balance Sheets and Company 
Finance,” by Mr. A. C. Simmonds, F.S.A.A., 
at 10.30 a.m. 


November 21.—Coventry: “Hat Night.” 
Hare and Squirrel Hotel, Old Cheylesmore, 
at 6.15 p.m. 

London: “‘Accounting for Management,” 
by Mr. W. F. Edwards, F.s.a.a. Students’ 
meeting. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 


November 22.— Newcastle upon Tyne: “‘Part- 
nership Accounts,” by Mr. F. E. Nolan, 
A.c.A. The Library, 52 Grainger Street, at 
6.15 p.m. 


November 23.— Worcester: ““Executorship,” 
by Mr. V. S. Hockley, B.com., C.A., 
A.A.C.C.A. Crown Hotel, Broad Street, at 
6.30 p.m. 


November 24.— Norwich: Visit to Norfolk 
News Co. printing presses at 7.15 p.m. 


November 25.—Birmingham: “Distributions 
—Profits Tax and Sur-Tax,” by Mr. Sidney 
I. Simon, Barrister-at-Law. Law Library, 
Temple Street, at 6.15 p.m. 

Brighton: Dinner. Royal Pavilion. 

Carlisle: ““Group Accounts,” by Mr. D. J. 
Bogie, PH.D., c.A. County Hotel, at 6.30 
p.m. 

Manchester: ‘“‘Costing,’ by Mr. S. C. 
Roberts, F.c.w.A. Students’ meeting. Incor- 
porated Accountants’ Hall, 90 Deansgate, 
at 6 p.m. 

Swansea: “The Selection and Placing of 
Staff by means of the Laban Laurence 
Test,” by Mr. F. C. Laurence, B.sc., 
A.M.LE.E., F.C.W.A. Mackworth Hotel, at 
6.45 p.m. 


November 28.— Dublin: “Auditing,” by Mr. 
S. O. Forster, F.s.A.A. Students’ meeting. 
Jury’s Hotel, College Green, at 6.15 p.m. 
London: Society of Incorporated Account- 
ants: Dinner. Incorporated Accountants’ 
Hall, W.C.2, at 7 for 7.30 p.m. 


November 29.—London: “Some Difficult 
Aspects of Taxation,” by Mr. A. E. Lang- 
ton, LL.B., F.C.A., F.S.A.A. Students’ meeting. 
Incorporated Accountants’ Hall, W.C.2, at 
6 p.m. 


NOVEMBER 1955 


Management 
group meeting. Incorporated Accountants’ 
Hall, W.C.2, at 6 p.m. 

Newcastle upon Tyne: “The Balance Sheet 
in relation to Management,”’ by Mr. V. S. 
Hockley, B.coM., c.A. The Library, 52 
Grainger Street, at 6.15 p.m. 


November 30.—London: 


December 1.—Carlisie: “Interpretation of a 
Balance Sheet,” by Mr. V. S. Hockley, 
B.COM., C.A. County Hotel, at 6.30 p.m. 
London: “Some Aspects of American 
Accounting.” Stamp-Martin seminar 
opened by Professor W. T. Baxter, Pro- 
fessor of Accounting at the London School 
of Economics and Political Science, Uni- 
versity of London. Incorporated Account- 
ants’ Hall, W.C.2, at 6 p.m. 

London: ‘‘Partnerships and Companies— 
Compared and Contrasted,”’ by Mr. C. H. 


PERSONALITIES AT THE 
INCORPORATED ACCOUNT- 
ANTS’ CAMBRIDGE COURSE 


(1) Mr. Bertram Nelson, F.S.A.A., 
3.P., President of the Society and 
member of the Course Committee. 

(2) Mr. W. G. A. Russell, F.s.A.A., 
member of the Council of the Society 
and Chairman of the Course Com- 
mittee; lecturer at the Course. 

(3) Sir Richard Yeabsley, c.B.£., 
F.C.A., F.S.A.A., Vice-President of the 
Society and member of the Course 
Committee. 

(4) The Rt. Hon. H. U. Willink, 
M.C:;, Q.C., M.A., Master of Magdalene 
College, Cambridge, and at the time 
of the Course Vice-Chancellor of the 
University of Cambridge. 

(5) Mr. H. L. Layton, M.s.M., 
F.C.A., F.S.A.A., member of the Coun- 
cil of the Society and member of the 
Course Committee; lecturer at the 
Course. 

(6) Professor J. R. N. Stone, C.B.£., 
M.A., P. D. Leake Professor of 
Finance and Accounting in the 
University of Cambridge. 

(7) Mr. Edward Baldry, F.s.A.A., 
member of the Council of the Society. 

(8) The Rev. H. W. Montefiore, 
Dean of Caius College. 

(9) Mr. W. F. Edwards, F.s.A.A., 
member of the Council of the 
Society and member of the Course 
Committee. 

(10) Professor F. Sewell Bray, 
F.C.A., F.S.A.A., Stamp-Martin Pro- 
fessor of Accounting, member of the 
Council of the Society and member 
of the Course Committee. 

(11) Mr. I. A. F. Craig, 0.B.£., B.A., 
Secretary of the Society. 

(12) Mr. J. A. Jackson, F.c.A., 
F.S.A.A., member of the Council of 
the Society and member of the 
Course Committee. 
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Messrs. Walter Hinton and Pulker have 
removed their Cape Town office to Avery 
House, Wale Street, Cape Town. 

Messrs. French, Foster & Co., announce 
that their address is now 29 Gay Street, 
Bath. 


Beaumont, Barrister-at-Law. For new 
students. Incorporated Accountants’ Hall, 
W.C.2, at 6 p.m. 


December 2.—Birmingham: ‘“‘An Account- 
ing Miscellany,” by Professor D. Cousins. 
Law Library, Temple Street, at 6.15 p.m. 
Manchester: “Executorship Problems of 
Capital and Income,” by Mr. J. Linahan, 
A.S.A.A. Incorporated Accountants’ Hall, 
90 Deansgate, at 6 p.m. 


December 5.—Bedford: “Income Tax 
Losses,” by Mr. R. W. Moon, B.LITT., 
A.c.A. Students’ meeting. Embankment 
Hotel, at 6.15 p.m. 

Coventry: “‘Practical Problems in Auditing,” 
by Mr. R. Glynne Williams, F.C.A., F.T.1.1. 
Hare and Squirrel Hotel, Old Cheylesmore, 
at 6.15 p.m. 

Hull: Luncheon meeting. New Manchester 
Hotel, at 12.50 p.m. 


A Fiftieth Anniversary 


MESSRS. WOOLLEY AND WALDRON, Incor- 
porated Accountants, celebrated the fiftieth 
anniversary of the founding of the firm by 
entertaining members of the staff and their 
wives and friends to dinner on September 
30. The dinner was held at the Polygon 
Hotel, Southampton, and was followed by 
dancing. The company numbered over 100. 

Mr. R. J. Stranger, C.B.E., M.C., proposed 
the toast of the memory of the founder of 
the firm, the late Alderman Fred Woolley, 
F.S.A.A., J.P., who was President of the 
Society of Incorporated Accountants from 
1945 to 1947. 


Personal Notes 


Mr. G. P. Bradbury, A.s.A.A., has entered 
into partnership with Mr. J. S. Cox, F.B.A.A. 
They are practising in the firm name of Cox, 
Bradbury & Co., at 27 Richmond Hill, 
Bournemouth, and 48 Station Lane, 
Hornchurch. 


Messrs. A. G. Sayers, Seaton & Butter- 
worth, Chartered Accountants, London, 
W.1, announce that Mr. A. S. Masters, 
A.C.A., A.S.A.A., has been admitted to 
partnership. 

Messrs. C. Percy Barrowcliff & Co., 
Incorporated Accountants, Middlesbrough, 
Leeds and Newcastle-on-Tyne, announce 
with regret the retirement through ill health 
of Mr. A. H. McRobert, F.c.A., F.S.A.A., 
their resident partner in Leeds. They have 
admitted to partnership Mr. Ernest Cor- 
scadden, Incorporated Accountant, and his 
practice at 24-26 Wood Street, Wakefield, 
has been amalgamated with their practice 
at Leeds. Mr. Corscadden will be in charge 
of the Leeds and Wakefield offices of the 
firm. Messrs. C. Percy Barrowcliff & Co. 
have also admitted as a partner Mr. L. H. 


Baldwin, A.C.A., A.S.A.A., who has had 
charge of their Newcastle office for some 
years. 

Messrs. Camm Metcalfe, Best & Co., 
Chartered Accountants, Sheffield, have 
opened a branch office at Fieldsend Cham- 
bers, 43a Low Pavement, Chesterfield. 


Mr. R. T. Tiplady, F.c.A., has been joined 
in partnership by Mr. H. B. Brailsford, 
A.C.A., A.S.A.A. They are practising under the 
firm name of Tiplady, Brailsford & Co. at 
4/5 Copthall Court, London, E.C.2. 


Mr. W. J. Maddock, A.s.A.a., has been 
appointed chief accountant to Singer 
Motors Ltd., Birmingham and Coventry. 


Messrs. Richards, Russam & Co., 
Chartered Accountants, have taken over 
the practice of Messrs. Reginald Russam 
& Co., Chartered Accountants. The com- 
bined practice is being carried on as 
Richards, Russam & Co. at Manor Build- 
ings, 2 Manor Row, Bradford 1. 


Messrs. Franklin, Wild & Co., Chartered 
Accountants, London, E.C.2, announce 
that they have been joined in partnership by 
Mr. A. D. Johnson, A.c.A., A.S.A.A., Mr. 
P. J. Fogden, a.c.a., and Mr. R. H. 
Ashcroft, A.c.A., all of whom have been 
members of their staff for some years. 


Mr. A. W. Ranger, A.s.A.A., has been 
appointed secretary of Williams & Humbert 
Ltd., London, E.C.2. 

Mr. W. Shuttleworth, A.s.a.a., has taken 
up the appointment of chief accountant to 
the Owen Owen group of companies, 
Liverpool. 

The partnership of Mr. F. Barter, F.s.A.A., 
Mr. A. L. Lockwood, A.s.A.A., and Mr. T. 
H. Sherlock, a.s.a.a., in the firm of 
Buchanan & Barter, Incorporated Account- 
ants, has been dissolved. Mr. Lockwood has 
taken up an appointment overseas. Mr. 
Barter has entered into partnership with 


Mr. Dudley G. Durgan, a.c.a., and Mr. 


G. H. Durgan; they are continuing the 
practice at Southsea and Petersfield under 
the firm name of Barter, Durgan & Co. 


Removals 


Mr. R. B. Browne, Incorporated Accoun- 
tant, has removed his office to Victory 
House, Prospect Hill, Douglas, Isle of Man. 


Mr. Julius Sheridan, Incorporated Ac- 
countant, announces that his address is 
now Burke House, 37/38 Gerrard Street, 
Piccadilly, London, W.1. He retains in 
addition his office at Camberwell Green, 
S.E.5. 

Mr. A. E. Hammond, Incorporated 
Accountant, has transferred his practice to 
14 Billiter Street, London, E.C.3. 


Mr. H. S. Parkin, Incorporated Account- 
ant, has removed his offices to 29 Norfolk 
Street, Sunderland. 


Obituary 

Sidney Thomas Morris 

WE RECORD WITH regret the death on 
August 10 of Mr. S. T. Morris, F.S.A.A., a 
partner since 1924 in Messrs. William 
Morris & Sons, Incorporated Accountants, 
London and Southend-on-Sea. Mr. Morris 
became a member of the Society of Incor- 
porated Accountants in 1915, after taking 
Honours in the Final Examination. 

For thirty-six years he served on the 
Committee of the Incorporated Account- 
ants’ Students’ Society of London, and 
from 1939 to 1942 he held office as Presi- 
dent. He was also for a period a member of 
the Committee of the London and District 
Society. His interest and wise counsel will 
be much missed by his fellow members and 
students. 


CRAWLEY ACCOUNTANTS’ GROUP 


At a recent informal meeting it was decided 
to form a group of members and registered 
students in the Crawley district of the 
English, Scottish and Irish Institutes of 
Chartered Accountants, the Society of 
Incorporated Accountants, the Association 
of Certified and Corporate Accountants, 
the Institute of Cost and Works Account- 
ants, and the Institute of Municipal 
Treasurers and Accountants. It is proposed 
to hold meetings monthly through the 
winter months. 

The first meeting will be at 8 p.m. on 
November 2 at the West Green Community 
Centre. Mr. R. May will speak on “‘Where 
the Accountant Fails Management.”’ Those 
attending will then be invited to confirm the 
constitution of the group. Members and 
students who are interested are asked to 
communicate with Mr. P. S. Wells, 
A.A.C.C.A., A.C.W.A., Saxonholme, 107 Gales 
Drive, Three Bridges, Sussex. 


INSTITUTE OF INTERNAL AUDITORS 


The London Chapter of the Institute of 
Internal Auditors has arranged a meeting 
to be held at the Kingsley Hotel, Blooms- 
bury Way, London, W.C.1 at 12.30 p.m. 
on November 2. Mr. J. O. Davies, F.c.A., 
F.S.A.A., Will give a lecture on “The Audit 


Report.” 
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Lexikon 


Literally-from AtoZ 


The finest standards of de- 
sign and workmanship have 
been applied to every single 
unit of the Olivetti Lexikon, 
from the smallest internal 
part to the elegant outer 
casing It embodies every 
worthwhile, tested feature 
to help the typist produce 
the very best work with the 
greatest ease. 

The Olivetti Lexikon is made 
in Great Britain and it is 
supported by a sales and 
service organisation which 
covérs the whole country 
readily and efficiently. 


* Made in Great Britain by BRITISH OLIVETTI Ltd. 
10 Berkeley Square, London, W.1 
FACTORY: 115/207 Summerlee Street, Glasgow, E.3 
London —32/34 Worship Street, £.C.2 
Glasgow — 115/207 Summerlee Street, E.3 


Authorized dealers throughout the country 
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Classified Advertisements 


Two Shillings and sixpence per line (average seven words). Minimum ten shillings. Box numbers one shilling extra. 


Replies to Box Number advertisements should be addressed Box No... . 


, clo ACCOUNTANCY, Incorporated Account- 


ants’ Hall, Temple Place, Victoria Embankment. London, W.C.2, unless otherwise stated. It is requested that the 
Box Number be also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS VACANT 


THE SOCIETY’S APPOINTMENTS REGISTER 


Employers who have vacancies for Incorporated 

Accountants on their staffs and also members seeking 
new appointments are invited to make use of the 

facilities by the Society's Appointments 


Register. Rea are payable. All phe should be 

essed to the Ap, iments Officer, In ‘ed 
Accountants’ Hall, Temple Place, Victoria - 
ment, London, W.C.2. Tel. Temple Bar Bar 8822. 


UNIVERSITY OF THE WITWATERSRAND, 
JOHANNESBURG, SOUTH AFRICA 


DEPARTMENT OF COMMERCE 


Applications are invited for the post of SENIOR 
L RER IN ACCOUNTING. 

The Department provides full-time and part-time 
courses for the of Bachelor of Commerce and 
part-time courses for clerks articled to accountants. 

The lecturer will be required to assist in the general 
work of the Department, to lecture in accounting 
and auditing subjects and to assist in research. 
Private practice on a limited scale will be permitted 
subject to the University regulations and provided it 
is not allowed to interfere with University duties. 

Applicants must be professionally qualified. 
Extensive practical experience, teaching experience, a 
University degree and ability to lecture in specialised 
accounting subjects will be considered additional 
recommendations. 

The salary attaching to the post is £1,100 x £50— 
£1,450 per annum (of which £1,050 x £50—£1,400 per 
annum is taken into account for Provident Fund 
purposes) plus, in the case of a married man, cost of 

iving allowance which is, at present, £234 per annum. 
A higher initial salary may be paid on the = r 
finite ibility that salary wi supp 
mented a non-pensionable amount of £ 
annum, subject to annual review. 

The appointment is subject to two years’ probation 
in the first instance. Membership of the University 
Institutions’ Provident Fund is compulsory and 
involves a 7% contribution from salary, an equal 
amount being “contributed by the Government and 
the University together. Membership of the Staff 
Medical Aid Fund is compulsory for those who are 

ible for such membership. 
uties are to be assumed on January 18, 1956, or 
earlier, or as soon as possible thereafter. 

Further particulars and information as to the 
method of application 4 5 obtained —— the 
Secretary, ASSOCIATION UNIVERSITIES THE 
BRITISH 36 Gordon 
W.C.1. 


The closing date for the receipt of ee 
South Africa and London, is November 


A CITY FIRM of Incorporated Accountants, with 
practice, have vacancy for Semi- ag Audit 


varied 
Clerk with good accountancy experience. iy, 
stating age, experience and salary required, to Bor 0. 
203, c/o ACCOUNTANCY. 


‘MUST WE 
BE HEROES ? 


' 

' And fight the Fire Fiend 
' without NU-SWIFT ? But why? Even 
i the Royal Navy don’t dothat. Please 
} send us details of your wonderfully 
1 rapid and reliable Fire Extinguishers— 
' BEFORE IT IS TOO LATE! 


i Post NOW to Nu-Swift Led. 25 Piccadilly W.1. | 


In Every Ship of the Royal Navy 


SOUTHERN GAS BOARD—EASTERN DIVISION 
DEPUTY GROUP ACCOUNTANT 


Qualified accountants are invited to py Se Ge for the 
position of Deputy Group Accountant 
mouth Group of the Southern Gas Board. Pane 
Group is the largest in the Board and serves 135,000 
consumers. 
The position calls for a man keenly interested in 
accounting and costing techniques; able to plan and 
organise work; control staff; and anxious to give the 
best possible service to Management. Experience in 
the gas industry, though desirable, is not essential. 

A start has already been made on a fully integrated 
system bud control and standard 

| applicant will be expected 


cos’ 
to e oniowelt” fully conversant with all aspects of 
this work. 

The commencing salary will be £1,150 per annum, 


and the an applicant will be required to pass a 
examination and, unless already subject to a 
—_ scheme by virtue ‘of the Gas (Pension Rights) 
egulations 1950, will be required to join the Board’s 
Staff Pension Scheme. 
Applications giving particulars of age, education, 
qualifications, experience and present salary . ~~" 
with a one page summary of these details, should 


tary, 
Bar, Southampton, not later than November 7, 1955. 


A LEADING firm of Chartered Accountants have 
Birmi office for young newly 
x No. 129, c/o ACCOUN- 


A LARGE commercial organisation in West Africa 
requires a qualified accountant with knowledge and 
experience of Port and Shipping accounts. Candidates 
should not be older than 35 and should be able to 
= that they possess initiative and constructive 

proach to accounting problems. 
caer of £1,250 per annum subject to experience an 
qualifications, free furnished accommodation, medi- 
cal services and first-class passages, ——— family 
allowances, contributory pension fund providi 
guaranteed benefits which include widows’ and chil 
ren’s pensions. Initial kit allowance of £75. Colonial 
rates of income tax. Tours of 21 months followed Y 
substantial leave on full pay. Write to Box No. 924 
c/o CHARLES BARKER & Sons LTp., 31 Budge Row, 
London, E.C.4. 


A VACANCY has occurred in the expanding ~ age 
Department of a light engineering compan 
Lanarkshire for an Accountant, preferably Chartered 
or Incorporated. Applicants, who will be responsible 
to the ief Accountant, should have about two 
ears’ post qualifying audit experience with know- 
of punched card accounting and 
control. Pension and insurance 
Manager, Applications in writing to 
HONEYWELL-BROWN LTD., Newhouse, 


ACCOUNTANT: i lady accountant i 
of taking charge of small office dealing with a yen 
hospital accounts in Nairobi, Kenya. Salary £ 

For leave, passages and other conditions wit 
— No. 202, c/o ACCOUNTANCY. 


FOR 


rare books on every subject. 


GERrard 5660 (16 lines, 
Two minutes f 


THE WORLD’S GREATEST BOOKSHOP 


Subscriptions taken for British, American and Continental maga- 
zines and we have a first-class Postal Library—write for details! 


We BUY Books, Coins, Stamps. 
119-125, CHARING CROSS ROAD, LONDON, W.C.2 


Tottenham Court Road Station 


ACCOUNTANT. A industrial and commercial 
organisation in West Africa requires a recently 
qualified accountant with auditing experience under 
age 30 who can show that he possesses initiative and 
constructive approach to ey problems. 
Commencing salary £1, ,100 per annum, free furnished 
accommodation, services and first-class 
passages, generous family allowances, contributo 

pension fund providing guaranteed benefits w 

include widows’ and children’s pensions. Initial kit 
allowance of £75. Colonial rates of income tax. Tours 
of 21 months followed by substantial leave on full 
pay. Write to Box No. 9257, c/o CHARLES BARKER & 
INS LTD., 31 Budge Row, London, E.C.4. 


ACCOUNTANTS! AUDIT CLERKS! BOOK- 
KEEPERS! If you have the necessary experience we 
can find a BETTER sy for you from dozens 
now on our = Soom. with —,s to yourself. 
Phone or OLMES BUREAU, Queen Street, 
£.C.4. City 1978. 


APPLICATIONS are invited for a senior ition in 
the taxation department of a leading firm of Chartered 
Accountants in and Malaya. 
—_— have a good knowledge of taxation but need 
not necessarily have an accountancy qualification. 
The en offers good prospects of advance- 
remuneration will depend on 
will be substantial and adequate to good 
standard of living and a 1 > for saving. Applica- 
tions should be sent to Bo 0. 198, c/o ACCOUNT- 
ANCY. 


CHARTERED ACCOUNTANTS have vacancy for a 
SENIOR ASSISTANT. Varied work. Salary accord- 
ing to ability. Pension scheme. Please apply to 
Newman, Biccs & Co., 14 Harborne head Five 
Ways, Birmingham 15. 


CHIEF ACCOUNTANT required for the Public 
Works Department, GOLD COAST Local Civil 
Service. Contract for one tour of 18 to 24 months in 
first instance. Consolidated salary — a year and 
fil salary. Candidate Free passages. Liberal leave on 
hme 8 Candidates must be members of a recog- 
nised body of professional accountants and have had 

at least ten years’ service in a responsible post, 
preferably in Government accountancy with experi- 
ence of Stores accounts and control. A thorough 


1925; modern Public Works costing methods; the 
operation of renewals and allied funds and punch 
card accounting is essential. Write to the CROWN 
AGENTS, 4 Millbank, London, S.W.1. State age, name 
in block letters, full qualifications and experience and 
quote M1B/42822/A 


CITY Chartered Accountants require senior qualified 
Audit Clerk. Salary £700-£800 according to experi- 
ence.—Write Box No. 200, c/o ACCOUNTANCY. 


LONDON C.A’s. offer progressive position to Senior 
seeking wider opportunities. Old established firm with 
broad connections (six partners). Liberal amenities. 
Good scope for individual personality and initiative. 
Commencing salary up to £1,000 according to quali- 
fications. Vacancy also for a Semi-Senior. Details of 
career, , etc., and when free for City interview. 
Box No. 201, c/o ACCOUNTANCY. 


PHILIPS ELECTRICAL INDUSTRIES LIMITED 
invite applications from men between 25-30 years of 
age who are Chartered or Incorporated Accountants 
and who wish to extend their commercial experience 
in a large and important group. The post at head- 
quarters in London would entail supervision of a 
section of the Internal Audit Department with 
opportunities for gaining experience in 

methods of cost accounting and budgetary control. 
Letters should give the fullest details of qualifications. 
and experience and be addressed to Personnel 
wae (769), Century House, Shaftesbury Avenue, 


BOOKS # 4 


Secondhand and 
Stock of over 3 million volumes. 


Open 9-6 (inc. Sets.) 
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The Principles of 


INCOME TAXATION Deduced from the Cases 


‘A challenge to accepted notions.’—Law Times 


: ‘This reviewer knows of no single volume treatise on income tax better calculated to 
instil the basic principles of a subject which, it appears, are virtually identical in the 
three countries dealt with, Great Britain, Canada and Australia. 

‘The statutory provisions of the three countries are in fact the bare framework upon 
which learned counsel and judges have over the years created a compendium of 
practical wisdom concerning the nature of income and the ascertainment of its 
quantum for taxation purposes. Thus it is to the cases that one must go, and here are 
all the leading cases appropriately classified, weighted and discussed,” 

—The Canadian Chartered Accountant 


By J. P. HANNAN, and A. FARNSWORTH, Px.v. 


STEVENS & SONS 


2 & 3 CHANCERY LANE -: 


1952. £3 Us. 6d. post paid 


LONDON W.C.2 


QUALIFIED ACCOUNTANT age 22 to 27 required 
by Spicers Ltd. for their Head Office staff. Starting 
salary not less than £600 per annum. Apply in own 
handwriting with details of experience and present 
salary to Personnel Adviser, Spicers Lrp., 19 New 
Bridge Street, London, E.C’.4. 


QUALIFIED ACCOUNTANT required by large and 
progressive firm of London Consulting Engineers. 
Duties would include the administration of the firm’s 
own accounts and advice to clients on the impact of 
the Finance Acts on their development schemes. The 
post is a permanent one and holds excellent oppor- 
tunities for the right type of man. Please reply in 
confidence giving qualifications, previous experience, 
age, etc,, to Box No. 265, GLOVERS ADVERTISING LTD., 
351 Oxford Street, W.1. 


QUALIFIED ACCOUNTANT _ required by 
COLONIAL DEVELOPMENT CORPORATION 
for London Office and later in the Colonies. Appli- 
cants should be about 30 or under, having completed 
National Service, and preferably have some com- 
mercial as well as professional experience; starting 
salary will depend on experience; contributory 
pension scheme, Apply Personnel, 33 Hill Street, 
London, W.1, giving particulars, quoting Serial 251. 


SEMI-SENIOR. London Chartered Accountants 
ave a vacancy for a semi-senior possessing initiative 
and personality. Progressive position with excellent 
prospects in old established firm covering wide range 
of industries. Closed Saturdays. Commencing salary 
p to £600. Details of experience, age, etc., to Box 
0. 204, c/o ACCOUNTANCY. 


JNIQUE OPPORTUNITY to gain real experience in 
Punched Card Accounting methods. A large and 
apidly expanding manufacturer and distributor of 
lectric Accounting Machines require experienced 
ccounts staff, for London Head Office. Age under 33, 

pplications, in own handwriting please, giving full 
—_ to Personnel Manager, Box H.658, WILLINO’s, 
92 Grays Inn Road, W.C.1, quoting Reference AC.1. 


OUNG single Chartered or Incorporated Account- 
t required by leading firm of Accountants practising 
Singapore and Federation of Malaya, 3 years tour, 
t class pi /¢ to and from Malaya. Cash salary 
,400 p.a. which is adequate for comfortable living 
; car expenses. Income tax will be paid by employer 
d if at end of 3 years employee does not wish to 
ntinue career in the East and enter into new contract 
will receive a total of £2,000 free of tax. Very good 
ospects of promotion for suitable man. Box No. 
ACCOUNTANCY, 


YOUNG QUALIFIED MAN. City Chartered 
Accountants require keen young accountant to act as 
rsonal assistant to one of the senior partners. 
teresting work offering valuable experience. Write 
full particulars to Box No. 196, c/o ACCOUNTANCY. 


YOUNG QUALIFIED ACCOUNTANT required for 
Cost Department of engineering firm in the Midlands. 
Successful applicant will be given opportunity to 
train in modern costing, factory and management 
accounting techniques. his is an interesting vacanc 
and affords excellent opportunity for man wi 
initiative in company having wide connections at 
home and abroad. Good working conditions and 
ion scheme. Salary about £650 per annum. 
x No. 197, c/o ACCOUNTANCY. 


PRACTICES AND 
PARTNERSHIPS 


PURCHASING A PARTNERSHIP SHARE? Loans 
of 75% to 80% available on a reasonable purchase 
— at 5% interest. Write for illustration to: BARNES 

& Bircu (insurance & Finance Brokers), 10 High 
Street, Burton-on-Trent, Staffs. Tel.: 2314. 


APPOINTMENTS 
REQUIRED 


help to fill it as soon as possible. P’ 
Hotmes Bureau, 10 Street, City O78. 


INCORPORATED Accountant, Chartered Account- 
ant (Southern Rhodesia), a 34, at present resident 
in Bulawayo, Southern Rhodesia, desires appoint- 
ment in Central African Federation. London trained 


with extensive and varied professional experience. 
Pour years’ first class experience in thern 
Rhodesia with international. professional firm. 


Responsible position in profession preferably with 
or executive post in ~ommerce 
x No. 205, c/o ACCOMM*TANCY. 


P URLACA TIONS 
“ACCOUNTANI AND PROFITS” 


R. Sproull, c.a., 2° 
28s. 9d. post free. guide 
Queen Street, Londo 


HOTELS 


FOR THAT EXAMINATION IN LONDON! 
Why not stay at the BONNINGTON HOTEL? 
Two hundred and forty Bedrooms with central heat- 
ing, telephone and radio. Quiet Lounges for study. 
Fully 
Room and Breakfast 
Write ADVANCE BOOKINGS. SSONNINGTON 
HOTEL, ROW, LONDON, 


MISCELLANEOUS 


A FAMOUS Mutual Life Assurance House needs a 
few men of drive and integrity to act as Agents. 
Accountants and their assistants have the right 
contacts and can best serve their ‘“Mutua!”’ interests. 
Further details from Box No. 117, c/o ACCOUNTANCY. 


NAME PLATES FOR tANTS, in bronze, 
brass and plastics. d wording and size for free 
estimate and layout to Appey EN Lrp., 78 


CRAFTSM 
Street, London, N.W.1. Tel. EUSton 


NAME PLATES FOR ACCOUNTANTS (in Oxi- 
dised bronze or brass) ptly engraved. Send 
words for full-size layout. Illustrated leafict sent t 
free.—Mame & Son Lip., 367 Euston Road, N. 


OLD ESTABLISHED Building Society with high 
reserves and liquid funds requires additional! invest- 
ments to keep pace with its growing mortgage depart- 
ment. Applications for a limited number of invest- 
ment agency appointments are invited from pro- 
fessional accountants. Write for particulars to 
Box No. 135, c/o ACCOUNTANCY. 


THE “TSM” ANAYLSIS CASH BOOK, for 
more than twenty years past, has proved itself a 
real time-saving boon to an ever increasing num- 
ber of Accountants and their clients. An “honest 
with straightforward analysis cash book 
with “no frills.”” Printed headings suitable for most 
businesses, both large and small. Price still £1, 
carriage paid in U.K. Specimen sheet and par- 
ticulars of | Ith (revised) edition from VeRtsimPuL 
Account Book Co. Lrp., 4 Market Place, 
i Surrey. 
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